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MARCH, 1027 

THE AUTHORITARIAN ELEMENT IN ULSTRIRUTION i 

In no department of economic policy was the victory of 
the principles of laisscz-Jaire so complete as in that concerned 
with the distribution of wealth. Before tlie eighteenth century 
the right and the expediency of Covernment interference were 
hardly questioned; in the nineteenth century not only the 
expediency but the morality of any attempt on the part of 
Governments to determine the distribution of wealth came to 
be rejected with equal unanimity. The valuation of services, 
like that of commodities, was left to be determined by the rela- 
tions of supply and demand in a free market ; each was entitled 
to what he could get, competition being relic^d on to secure that 
few or none would get much more or much less than the value 
of their services to society. In the present century public 
opinion has changed; laissez-faire is discredited, any a priori 
objection to State interference with distribution, or with any 
other problem of economic organisation, has gone. It might 
have been expected, therefore, that there would have been a 
corresponding change of policy, and that Government would 
actively participate in the fixing of wages and prices, the regula- 
tion of profits, and the distribution of wealth generally. There 
has been a change, but it has not taken the lines of a reversal of 
laissez-faire. It is true that usury laws have been revived ; but 
the new law has no effect, and is not intended to have any effect, 
on interest and profits in general. Rent Restriction Acts are in 
force; but they are admittedly an exceptional measure to deal 
with a war-induced emergency, which it is expected will be 
temporary. A temporary Profiteering Act was passed as one of 
the measures needed to ease the transition from war to peace; 
but again it was a temporary measure, the chief significance of 
which was that it demonstrated the difliculty in practice of 
defining a “ fair ” profit. Trade Boards arc a more important 
innovation; but even these leave the actual fixing of wage 

^ Read before Section F of tho British Association at Oxford, August 1020. 
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rates to representatives of the trade; they involve neither 
Parliament nor any Government department in the fixing of 
rates which Government enforces, and are therefore a device for 
compelling collective bargaining rather than for Government 
fixing of wages. The central problem of distribution — the 
determination of wages, salaries, interest and profits — is still 
left to private contract without Government interference. On a 
superficial view it might seem there has been no change in the 
present century; actually an unnoticed revolution has come 
about, the chief features and stages of which I wish to dis- 
tinguish. 

The determination of economic relations, and therefore of 
the distribution of wealth, by free private contracts between 
individuals, which is the essential element in laissez-faire, was 
not unqualified even when the principles of that policy com- 
manded their greatest authority. Government did interfere in 
at least three ways : it regulated the form and conditions, if 
not the amount of wages; it provided public relief outside the 
system of commercial incomes ; and it modified the actual dis- 
tribution of income by taxation. The necessity of interference 
under all these heads was generally recognised even in the middle 
of the nineteenth century; but the dominant public opinion 
was in favour of restricting it to the narrowest possible limits. 
Thus regulations such as the Truck Acts and the Particulars 
Clause of the Factory Act were directed, not to influencing the 
magnitude of wage rates, but simply to ensuring that the worker 
got the full amount of any rate agreed on ; it was not until 1909 
that the State interfered even indirectly with the amount of 
wages. Similarly, public relief was given in a form and under 
conditions that were designed to deter the poor from applying 
for it; and taxation was levied in accordance with the maxim 
that taxation should be for revenue only. These limits have 
gradually been relaxed ; the regulation of wages has been extended 
from the conditions to the amount of the wage; public relief 
has increased and been diversified ; taxation has reached amounts 
that were not dreamt of a generation ago, and its incidence has 
been altered in order to lessen the inequality of income which 
resulted from a policy of laissez-faire in relation to the com- 
mercial distribution. Government participation, therefore, which 
was a negligible influence in the distribution of wealth fifty years 
ago, has become a considerable and very important influence 
to-day. 

This change from Victorian laissez-faire to the present system 
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of distribution, whatever name we like to give it, has been a 
continuous process, so gradual that its significance was hardly 
noticed until the war came and suddenly accentuated it. It is, 
however, I think, possible to date the turning-point in the 
transition. I should put it in the period 190G-1914; and I 
should relate the changes brought about in that period to the 
check to the rise in real wages that marked the preceding decade. 

Sir Josiah Stamp has summaristd the movement of wages 
and other incomes in the nineteenth century. Real incomes 
increased on an average fourfold ; but the most significant 
change was a steady movement of the population from lower to 
higher income classes, which left the proportionate distribution 
of income between classes much the same. “ The total nominal 
income has increased,*’ he says, “ much more than the total 
population — the increase has surged up through all the fixed 
classes, so that there is a smaller population in the ranks of 
the poorest, with a nominal income of, say, under £80 a year, 
and many more in the over £5000 class, but the sloi^e of distribu- 
tion, i.c. the relation between one section or class and another, 
has hardly altered.” It would appear that wealth increased 
and the average condition of the wage-earning class improved 
at a greater rate during the period in which the country came 
nearest to a policy of complete laissez-faire in relation to the 
distribution of wealth than at any other time. Professor Bowley 
has made a more detailed examination of changes in the dis- 
tribution of the national income in the forty-three years pre- 
ceding the war. The price level w^as about the same in the two 
years 1880 and 1913, so that no corrections had to be made for 
this factor; the period was long enough to afford a useful com- 
parison and yet not so long as to involve comparison between 
economic systems that had materially changed. The result of 
the comparison was to show that wages had increased at about 
the same rate as the average income of the community ; that 
the proportions in which the national income was distributed 
between property and w'ork, and between the three social classes 
into which it is convenient to divide the population for the 
purpose of studying the distribution of the national income, 
were unchanged ; and that the chief change was in the numbers 
of persons in the income-tax -paying class and in the intermediate 
class of persons, whose incomes w^ere below the income tax 
exemption limit, but were not wages in the ordinary sense. As 
Professor Bowley points out, the comparison gives a remarkable 
confirmation of the assumption upon which economic theory 

B 2 
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works, that the distribution of income is not accidental or 
arbitrary, but the result of fundamental tendencies in industry, 
which are not affected by slight changes of technique or law. 
The comparison confirms the conclusions drawn from Sir Josiah 
Stamp’s study of the longer period. 

When we examine the period 1880-1913 in more detail, 
however, we find that the rise in wages was not uniform or 
continuous. Money wages, according to Mr. Wood and Pro- 
fessor Bowley’s index-number, rose just 10 per cent, by 1895 
and 22 per cent, between 1895 and 1913; but the period 1880- 
1895 was a period of falling prices while prices rose from 1895 
to 1913. If, therefore, real wages be taken as the index of the 
improvement in the economic condition of the wage-earning 
class, nearly the whole improvement was made by 1895; after 
which year the rise in money wages was sufficient to compensate 
for the increased cost of living, but little more. Moreover, a 
large part of the rise in the average level of money wages was 
due to the shift of the occupied population from low-paid occupa- 
tions like agriculture to relatively well-paid occupations like 
coal-mining and engineering. The average of wage rates did 
not rise as much as prices. The wage-earner who had not 
changed his occupation would feel, therefore, that his economic 
position was growing worse, while all the external and visible 
signs of industrial conditions pointed to a rapid increase in the 
country’s wealth. With the industrial unrest and the revival 
and extension of trade unionism, which this check to the rise 
in real wages explains, I am not here concerned, except in so 
far as they, like the check to wages itself, strengthened the 
demand for social reform by political action, and created an 
atmosphere in which it was possible to carry novel social legis- 
lation ; what I wish to stress is that the demand was intensified, 
and a favourable atmosphere created, in the first decade of this 
century. The share of the national wealth that reached the 
wage-earner in the form of wages no longer increased at a rate 
that satisfied him, and the way was open — in a democratic 
state — for a financial policy that would try to make things up 
to him in some other way — in a word, for a Limehouse policy, 
so called, no doubt, because it aimed at alleviating the conditions 
of life in places like Limehouse. 

The change, I have suggested, took the form of a great 
extension and diversification of the three types of interference 
by Government with distribution that were admitted even by 
the strictest advocates of laissez-faire. It will be convenient to 
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consider first the extension of Government regulation. The 
distinctive innovation was the extension of regulation from 
conditions of work to wages; and not only to the form, but 
to the amount of wages. This was effected by the Trade Boards 
Act of 1909. Now we have seen that this innovation did not 
involve Parliament, Cabinet or any Central Department in the 
responsibility of actually fixing a rate. This responsibility was 
thrown on the representatives of the trade in each case, who, 
with a minority of Appointed Members, formed the Trade Boards ; 
Government only promulgates and enforces the rates fixed. 
Essentially, therefore, the scheme is a scheme of compulsory 
collective bargaining, applied to trades in which collective bar- 
gaining had not arisen spontaneously or was ineffective. The 
amending Act of 1918 makes this explicit, by substituting for 
“ exceptionally low ” wages the condition that “ no adequate 
machinery exists for the effective regulation of wages as the 
differentia of the trades to which the Act is applicable. 

If the Trade Boards scheme merely extends collective bar- 
gaining, without any direct imposition by Government of a 
rate or rates predetermined in accordance with some abstract 
principle, it might seem that I have exaggerated its significance. 
There is, however, no doubt that the institution of Trade Boards 
has been followed by a levelling up of wages in the trades covered 
towards (or even beyond) the level of wages in organised indus- 
tries ; and if this result has been achieved without the inclusion 
in the Acts of any question-begging references to living wages 
or reasonable wages, that is a tribute to the practical wisdom 
that drafted the Acts. My reasons for believing that the mere 
extension of compulsory collective bargaining to a trade in 
which wages are exceptionally low will tend to raise wages are 
three. 

In the first place, in the absence of collective bargaining, 
the individual wage-earner is unlikely to secure even the wage 
that the conditions of the trade will permit the employer to pay ; 
a Trade Board, therefore, by eliminating the possibility of an 
unscrupulous or hard-pressed employer’s exploiting the indi- 
vidual weaknesses of his work-people, and imposing the standard 
of the wages paid by the better employers on the whole trade, 
will tend to level all wages up to the limit that the trade can 
bear, without any reduction in the volume of employment. 
In the second place, a trade in which wages are not settled by 
collective bargaining is likely to be at a disadvantage in competi- 
tion with other trades in securing from the consumer, the final 
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paymaster of all the industries, a good price for its products ; a 
Trade Board, by redressing this inequality between industries, 
organises, as it were, the trade as a whole, and, by enabling it 
to secure a better price for its products, enables it to pay a better 
wage to its workers. 

Jn the third place, the conditions that limit prices and wages 
arc eontinuall}^ changing. The chief benefit which a trade union 
confers on its members is that it enables them to maintain wage 
rates during a temporary depression and to force them up when 
demand recovers. Before the war society was getting richer; 
each year, therefore, it could pay a better price than the previous 
year for some of its products; in the absence of Trade Boards or 
some similar machinery, it would tend to pay this price to the 
organised industries, which, being organised, were in a position 
to extract it. Trade Boards put unorganised industries in a 
position of equality, or even of superiority, as compared with the 
organised industries, and so made it possible for them to press a 
claim for a share of this increase in society's wealth. I conclude 
that the mere extension of collective bargaining would tend to 
raise wages in the trades to which the extension was made. 

By themselves, however, the Trade Boards could not have 
eifcctcd the improvement in the condition of the lowest-i)aid 
wage-earner that the last twelve years has seen. Two other 
factors have to be taken in conjunction with Trade Boards, 
The first is the war-time regulation of wages by the Ministry 
of IMunitions, and the reaction of Government Wage Orders on 
the standard of wages established by voluntary collective bar- 
gaining ; the second is the support given to wages by the post- 
war Unemployment Insurance scheme. During the war the 
Wages Orders of the Ministry of Munitions forced up the wages 
of women workers and unskilled men more rapidly probably 
than they would have risen but for this assistance ; at the same 
time the advances in wages generally, given by or in accordance 
with the awards of the Committee on Production, took the form 
of flat-rate advances, and so raised unskilled rates in a higher 
ratio than skilled rates. Government control of wages in war- 
time, therefore, operated in the same direction, that of raising 
rates in unorganised trades relatively to those in organised 
trades, as Trade Board control before and since the war. After 
the war Trade Boards were extended widely with the express 
object of supporting the wages of workers who had had the 
benefit of the war-time control; so that statutory regulation 
tended to preserve the advantages gained by the less skilled 
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and lower-paid workers. Further, the advances in wages awarded 
by statutory orders, whether under the Munitions of War Acts 
or the Trade Boards Acts, help to. establish new standards of 
remuneration for unskilled and semi-skilled workers. The 
unions which cater for these classes — the extension of whoso 
activities is an outstanding feature of recent trade union history — 
are influenced by these new standards, and make correspondingly 
advanced demands on the employers with whom they negotiate. 
A higher relative standard of wages for unskilled and semi- 
skilled work generally has thus been established. 

There was no difficulty in forcing up wages during the war 
and the post-war boom; the stability and permanence of the 
results achieved can be judged only at the end of a period of 
trade depression. Wage rates and employment are correlatives; 
if a wage rate is too high it will cause unemployment. The 
establishment of a new rate, therefore, whether by a trade union, 
a Trade Board, or a Departmental Order, may involve a decrease 
in employment, and create a problem of temporary unemploy- 
ment, even if the rate has anticipated only by a little the growing 
capacity of the industry to pay wages. Trade unions built up 
a system of unemployment insurance that enabled them to take 
this risk; it seems to me that Trade Boards in unorganised 
trades and General Labour Unions with no unemployment benefits, 
or small and partial benefits, have been able to take the same 
risk only because the State has provided unemployment benefit 
for the workers whom tlieir rates may displace. Wages rates 
are, after rents, the most sticky of all prices ; we should expect 
the relatively higher rates established by 1920 to come down 
slowly in any case ; but it seems improbable that the unskilled 
worker’s position would not merely have b(?en maintained in 
the depression, but improved relatively to the skilled man’s 
position, if unions and Trade Boards had not been able to rely 
on the national Unemployment Insurance scheme, and par- 
ticularly the provision of Uncovenanted Benefit, to deal with 
any unemployment for which their rates were responsible. In 
effect uncovenanted unemployment benefit is the true minimum 
income estabb'sh^»^ in industry by law. 

The importance of this upgrading of the lower rates of wages 
in the last twelve or fourteen years is that it attacks poverty 
at its main point. In the analysis of the immediate causes of 
poverty, defined by reference to a “ poverty line ” of about 235. 
for a family of five, which Professor Bowley made on the basis 
of his sample inquiry in 1913, about two-thirds of the persons 
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living in poverty were in that condition because the wage was 
too small to support the family on this minimum standard. 
It was an accident that this inquiry was made just at the time 
when the Trade Board system was emerging from its trial period, 
and a misfortune that no one thought of making it before 1913; 
it was worth many volumes of the evidence that the Poor Law 
Commission collected. But the coincidence of the two shows 
that the Trade Boards Act was one of the most significant reforms 
of its period; while the post-war inquiry by Professor Bowley 
in the same places and on the same lines shows that the reform, 
taken with the otiicr co-operating factors we have discussed, has 
largely succeeded in its object. 

Just as Government regulation of economic contracts has been 
extended and diversified, so has the second modifying influence 
that we noticed been extended and diversified — the influence of 
Public Relief. The phrase ‘‘ Public Relief ” has acquired per- 
haps too narrow a connotation for iny purpose ; I wish to include 
any addition to the real income of the wage-earning class which 
is provided by Government without charge or below cost. It 
is possible, I think, to take this into our consideration of the 
distribution of wealth without entering into the wider and more 
difficult questions of the basis of taxation and the proper limits 
of public expenditure. Comparing the present with an earlier 
period we find certain things, such as education for his children 
and provision for his own unemplo 3 mient, provided by the State 
and forming part of the income that the wage-earner enjoys, 
which formerly he could enjoy only if he could pay for them out 
of his wage. We must allow for these benefits if wo wish to 
measure the change in his position. 

Only a rougli measure is possible; but that will suffice. 
Exact measurement is not possible for two reasons. Wo can 
ascertain the total cost to the State of the free or subsidised 
social services that it provides; but we cannot identify the 
recipients with the wage-earning or any other income class. If, 
however, we take the convenient dividing line afforded by the 
pre-war income tax exemption limit, we find that practically 
all the wage-earners fell below it and that they formed four- 
fifths of the whole number of persons with incomes below it. 
The greater part of the expenditure on public social services, 
therefore, can be regarded as an addition to the real income of 
the wage-earning class. In the second place wage-earners 
contribute to national and local taxation, out of which the cost 
of the social services is met. The addition to their real income 
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made by the social services is not, therefore, necessarily a net 
addition. We can, however, make a rough estimate of the change 
in the distribution of the burden of taxation between the different 
social classes. What wo find is that taxation has become more 
progressive in the same period as the expenditure on social 
services has increased. We shall not be misled, therefore, if v/e 
take the increase in the aggregate expenditure on social services 
as in the main an addition to the real income of the class tliat 
draws wages, and the change in the ratio of that expenditure 
to the total wage-bill of the country as a rough measure of the 
benefit that the wage-earner has derived from direct control by 
the State of the distribution of wealth. 

The amount of the expenditure on social services depends 
on what we include under that head. The so-called Drage 
Return of Public Social Services (Total Expenditure under 
certain Acts of Parliament) includes Insurance, War Pensions 
and Old Age Pensions, Education, Reformatory and Industrial 
Schools, Care of Inebriates, the Public Health Acts (so far as 
they relate to Hospitals, treatment of disease, and Maternity 
and Child Welfare), Housing, the Poor Law, Lunacy and Mental 
Deficiency. It relates to Great Britain only and shows expendi- 
ture for the years ending 31st March, 1891, 1901, 1911, 1921, 
and the latest year for which figures are available. In the 
earliest year there are only seven heads of expenditure, and 
only Education, Poor Law relief, and Lunacy account for more 
than half a million; the total expenditure is £22,040,000. In 
1901 the items are the same, but the total expenditure has 
grown to £36,000,000. Ten years later Old Age Pensions appear 
in the list and a small expenditure in relief of unemployment; 
the total has grown to £63,000,000. 1921 shows a big change. 

Health and Unemployment Insurance and War Pensions appear 
in the list. Housing has become a substantial amount, and the 
total has grown to £307,000,000. In the latest year, which does 
not, however, include Widows’ Pensions and the concurrent 
extension of Old Age Pensions, the total is £332,000,000. 

In order to get a post-war figure comparable with the earlier 
figures, it seems desirable to exclude War Pensions, which arc 
an abnormal and transient charge,^ and also the contributions 
made by employers and workpeople to the funds of the two 
insurance schemes. These adjustments bring down the figure 
for the latest year to just over £200,000,000. For the purpose 

1 War Pensions sliould, however, bo taken into account in comparing tlio 
condition of the poor before and after tho war. 
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of comparing the expenditure on social services with wages we 
want the expenditure for the United Kingdom as a whole over a 
rather longer period than the Drage Return gives. Making 
these adjustments, W'e find that expenditure in the United 
Kingdom increased from £16 millions in 1880 to £69 millions in 
1910-11, and £80-6 millions in 1913-14. Professor Bowley has 
estimated the national wages aggregate in these three years at 
£465 millions, £732 millions and £770 millions. Thus the ratio 
of expenditure on social services to wages in the three years 
would be : 


1880 . 

. 16 : 465 = 

3-4 per cent. 

1911 . 

. 69 : 732 

9-4 per cent. 

1913 . 

. 80 ; 770 

10*4 per cent. 


In 1924 I should guess the ratio at not less than one to eight. 

It is to be noted that it is not suggested that wages have 
actually been increased by this amount; w'age-earncrs are not 
the only beneficiaries of these services. I take the ratio merely 
as a convenient index of the growing importance of State- 
provided income. The gross figures of expenditure would 
naturally increase with the growth of population, and, since 
1895, with the rise in the general level of prices; but aggregate 
wages have also been influenced by these changes, so that the 
ratio between the two is the best index of the change w^e are 
trying to measure. 

It is interesting to observe just when this change took place. 
The increase in expenditure has been continuous; but the rate 
of increase slackened in the ’nineties, increased in the first decade 
of this century, was increasing still more rapidly just before the 
war, and has continued since the war at the pace set then. In 
other words, it has followed, and to a large extent compensated 
for, the check to the rise in real wages that we noticed about 
the end of the last century. In part the increase has been due 
to a more generous — or lavish, according to the point of view — 
expenditure under old statutes, such as the Elementary Educa- 
tion Acts, Poor Law and Public Health Acts; partly to new 
legislation, of which Old Age Pensions, the Insurance Scheme 
and Housing are the chief examples. Moreover, while the 
biggest increase in expenditure has taken place since the war, 
the principles on which that expenditure should be based were 
settled before the war. Between 1906 and 1914 Parliament 
made the State responsible, not only, as we have seen, for the 
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regulation of wages by Trade Boards, but for Old Age Pensions, 
compulsory State-aided Health and Unemployment Insurance, 
the feeding and medical inspection and treatment of school- 
children, and the supply of working-class houses; post-war 
Governments have merely extended and elaborated sclienies 
instituted then. The full significance of the social legislation 
of the pre-war decade escaped notice because the war super- 
vened to stop development, and to prevent people from realising, 
when development was resumed, that the post-war legislation 
was merely an extension, without any innovation of principle, 
of the pre-war schemes. 

Of these pre-war schemes the most interesting for our purpose 
was the National Insurance Act. In the estimates of expenditure 
on social services given above only tlic State contribution was 
included. The greater part of the expenditure under the Act 
was, however, met by the contributions of employers and em- 
ployed. Now the workers’ contributions came out of their 
wages, out of the share of the national income, that is, which 
the workers obtain by tlie ordinary processes of commercial 
bargaining. It seems to me that the employers’ contributions 
are essentially of the same character. It is true that they did 
not in the first instance come out of wages, since 1 know of no 
•case where wages were reduced by the amount of the employer’s 
contribution when the Acts first came into force ; but the Insur- 
ance Act did nothing to increase the funds out of which employers 
can pay wages, except in so far as the contributions, being 
exacted simultaneously from all the employers in an industry, 
might encourage them to raise prices and so enable tlicm, where 
demand was inelastic, to recover their expenditure from the 
consumer. Apart from this exceptional case the employers’ 
contributions were a compulsory tlat rate advance in wages, 
imposed by the State and then appropriated for th(i special 
obj( 3 ct of providing insurance — an advance wliicli would prob- 
ably have been conceded in the ordinary way, though not so 
soon and not in the form of a flat rate, but for the Government’s 
intervention. These advances caused little or no dislocation 
up till 1920, because trade on the whole was expanding all the 
time, and the contributions were small. Since 1920 the effect 
has probably been different. A compulsory advance in wages, 
imposed without any consideration of the capacity of different 
industries to pay such an advance, is likely to cause some unem- 
ployment. When trade is expanding this effect will be small 
and transient; in a prolonged trade depression it- may be an 



12 


THE ECONOMIC JOURNAL 


[march 


important influence retarding recovery. It may be doubted 
whctlier the year in which the country returned to the gold 
standard w'as the best time to choose for the last big extension 
of subsidised insurance to Widows’ Pensions and Old Age Pensions 
at sixty-five, desirable as those w'ere in themselves. 

The Insurance Acts then fall into a category intermediate 
between that of direct subsidy, like Old Age Pensions, and that 
of pure regulation, like our Trade Boards Act. Apart from the 
State subsidy their effect was to change the form, without 
altering the amount of wages. They ordained that the worker, 
instead of getting all his earnings in weekly wages, should get 
a part in the form of rights to income in sickness and unem- 
ployment, actuarially equivalent to the contributions which he 
and his employer and the State made to the insurance funds. 
Thus the Acts secured a better distribution of the wage-earner’s 
income in time, reducing it when ho was working, but insuring 
that it did not cease when he was unable to work. Wage-earners 
could have made similar provision for themselves, as some of 
them did through Friendly Societies and Trade Unions; but 
those who most needed this provision were least likely to make 
it. The State contribution and the compulsory character of 
the scheme made it possible to bring into it the lowest paid 
workers, and also secured provision in sickness and unemploy- 
ment for better paid workers, who had the means but lacked 
the will to make provision for themselves. 

The effect of recent social legislation, then, appears to have 
been to compensate the wage-earner for the check to the advance 
in his real wages. The compensation would, however, be illusory 
if the cost of the increased social services had been met by 
increasing the amount of taxation paid by the wage-earner. 
This does not seem to have been the case; on the contrary, 
there has been, in the period in which the increased expenditure 
on social services has taken place, a redistribution of the burden 
of taxation in favour of the wage-earner. The best indication 
of this is the ratio which the chief direct taxes, to which wage- 
earners before the war contributed practically nothing, bear to 
total Government expenditure. Income and Super-tax, House 
Duty, Estate Duties and Corporations Tax are included under 
the head of Direct Taxes; expenditure on the Postal Services, 
being met in the main by the trading receipts of those services, 
is excluded from the account of expenditure. The ratio in our 
first year, 1880-81, was just under a quarter; in 1890 it was 
only slightly higher, 28 per cent.; in 1900, a year of war, it had 
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risen to 37 per cent. ; in 1911 it was 44 per cent. ; in the last 
year for which I have figures, 1924-6, it was 58 per cent. The 
contribution of Customs and Excise, on the other hand, fell from 
60 per cent, in 1880 to 45 per cent, in 1911 and 33 per cent, in 
1924. It may be objected that the increase in direct taxation 
has been due to and swallowed up by the increase in Debt Charges, 
which are mainly payments to members of the income tax paying 
class. This is an irrelevant objection, since the burden of debt 
was not incurred for the peculiar benefit of the income tax pay- 
ing class, and there is no reason in the nature of the burden 
why it should be placed exclusively on their shoulders. In any 
case before the war Direct Taxes increased while Debt Charges 
were reduced. In 1880, when Debt Charges amounted to £29-5 
millions, Direct Taxes amounted to £18 millions, while in 1913, 
when Debt Charges had been reduced to £24*5 millions. Direct 
Taxes had risen to £78 millions. Even to-day, when Debt 
Charges have risen to £364 millions, they form a smaller pro- 
portion of national expenditure than they did when Mill 
published his Principles, 

More exact estimates of the burden of taxation falling on 
different economic classes were made by Sir Herbert Samuel in 
1919.^ The result of his investigations for certain typical incomes 
is summarised in the following table; the figures relate to a 
family of five persons and exclude Excess Profit Duty; the 
taxation on the incomes of £100 and £1000 is on the assumption 
that the incomes are “ earned,^’ on those of £5000 and £50,000 
that they are “ unearned ’’ ; both actual amounts and per- 
centages of income are given : 


Income. 

1903-4. 

1913-14. 

1918-19. 

£ 

£ «. d. 

%• 

£ tf. d. 

0/ 

/O' 

£ s. d. 

04 

100 

6 4 10 

6*2 

6 1 1 

60 

13 15 11 

11 

1,000 

74 12 3 

7-4 

66 12 0 

6-6 

194 14 9 

19-4 

6,000 

480 2 11 

9-6 

623 5 4 

12-4 

2,178 19 9 

43^ 

60,000 

6,118 8 11 

10'2 

9,089 6 4 

181 

31,959 19 9 

63-9 


Leone Levi's estimates at an earlier date ^ were rougher ; 
but they may be set down for comparison, in order to show the 
trend of tax distribution; they give only the average amount 
of taxation per head in the working class and in the “ middle 
and upper classes." 

^ Journal of the Royal Statistical Society t March 1919. 

« Ibid,, March 1884. 
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Working class 
Middle and upper classes 


1842. 


</. 

27 4 

60 0 


18C2. 


a. d. 
27 0 

77 8 


1882. 


a. d. 
25 11 

66 0 


He estimates the percentage of his income that the average 
wage-earner with a family paid in taxes in 1842 at 16 and 1882 
at 7j. 

It is not possible to state what proportion of local rates is 
paid by the classes below the old income tax exemption limit. 
Sir Bernard Mallet ^ estimated it just before the war at three - 
tenths of the whole, or £22-5 millions in 1910; Leone Levi in 
1882 at a third of the whole, or £12*7 millions. The Board of 
Trade in the Second Fiscal Blue Book, for the purpose of estimat- 
ing changes in the cost of living, took dwelling-houses rented at 
less than £20, and so exempt from Inhabited House Duty, outside 
London, and houses under £50 rental value in London, as repre- 
senting working-elass houses, and ealculated the change in the 
average rent, including and excluding rates, for the period 1880- 
1900. The increase in the burden of rates shown is just under 
£7 millions. Between 1900 and 1911 rents increased little if at 
ail ; the number of houses in the rental categories taken increased 
about 15 per cent., and rates on an average increased by a 
quarter. The residents in these houses w^ould pay another 5J 
millions, or 12i millions more than in 1880; a small part of the 
whole increase in public expenditure. Since 1914 the increase 
in local expenditure has been very great; but the increased 
burden falling on working-class rate-payers has been limited 
until the last two years, first, by the increase in the ratio of 
Central Government grants to local rates ; and secondly by the 
Rent Restriction Acts, which, by preventing working-class rents 
from rising as much as values generally, has tended to reduce the 
proportion of the burden of rates falling on them. 

The combination of progressive taxation wdth the extension 
of social services provided by the State has had the effect of 
transferring a considerable portion of their income from the 
rich to the poor. In this transfer is to be found a part at any 
rate of the explanation of the improvement in the economic 
condition of the poor which even the war has not neutralised. 
The check to the rise in real wages has been compensated for 
by the increased provision of social services by the State and 


' British Bud^etSf p. 45 J, 
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by compulsory advances in wages, in the form of insurance con- 
tributions, imposed on employers. At the same time the Insur- 
ance Acts and the Trade Boards Act promoted a rearrangement 
or redistribution of income to the points at which the evil of 
poverty pressed hardest. Although the full extension and 
development did not come until after the war — indeed has not 
come yet — there existed when war broke out, in a complete if 
undeveloped form, a policy for dealing with the evil of poverty. 

The problem of poverty was the mainspring of economic 
studies in this country before the war; it may bo worth while 
in conclusion to consider what progress we have made towards 
its solution. As it presented itself to social reformers in the 
’eighties and ’nineties of the last century, poverty was a problem 
partly of chronic want, partly of occasional misfortune for which 
no provision had been made, partly of inequality. There was a 
mass of misery due to chronic want, a sort of residuum that was 
left undisturbed when the increase in wealth in the nineteenth 
century “ surged up ” through the higher income classes. There 
was the intermittent or occasional want due to unemployroent, 
loss of income through accident or sickness, or death of the 
chief wage-earner of the family. The inequality in the distribu- 
tion of wealth was an element in the problem, since all con- 
sumption standards arc relative, and the ostentatious extravagance 
of a rich class created a sense of poverty in the members of a poorer 
class who might have quite enough to meet the needs of physical 
existence and the conventional necessities of their own class. 

The chief improvement has been in the raising of the lowest 
class. We have seen that the direct attack on low wages by 
Trade Boards and war-time wage orders is perhaps the most 
significant single reform. But by itself wage regulation could 
not have effected the improvement that has taken place. The 
mere raising of wage rates would have caused unemployment; 
and unemployment would have brought wage rates down again, 
if provision for relief in unemployment had not been made; 
and even unemployment relief would not have kept wage rates 
up if the worker’s capacity had not been raised pari passtc with 
his rates. The conditions revealed by the inquiries of Booth 
and Rowntree, by the House of Lords Committee on Sweating, 
and the Royal Commission on Housing, called for the com- 
pulsory education and physical supervision of school children, 
the improvement of insanitary areas under the Public Health 
and Housing Acts, the better regulation of Factories and Work- 
shops, the relief of the aged by Old Age Pensions, and provision 
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for invalidity and unemployment. The element of risk in the 
problem has been met by Workmen’s Compensation, the National 
Health Insurance scheme, Unemployment Insurance, and the 
most recent extension of insurance to provision for widows. 
The provision is still unsystematic and incomplete, but it has 
been sufficient to maintain unimpaired the standard of life of 
the working classes in spite of a great war and the most profound 
and prolonged industrial depression we have experienced. The 
best measure of the change is given by Professor Bowley and 
Miss Hogg’s repetition in 1924 of the sample inquiry into poverty 
in five towns made in 1913. Adopting the same standard of 
poverty, they found that in spite of the extensive unemployment 
of 1924 the proportion of families in poverty was little more 
than half what it was in 1913. 

The correction of inequality has not gone so far, while the 
resentment at inequality has grown. That is one reason, prob- 
ably, why the progress that has been made in dealing with the 
other elements in the problem escapes notice. Yet something 
has been done. We have not yet habituated our minds to post- 
war standards of taxation ; and, just as we forget in judging the 
wage of a wage-earner to allow for his employer’s contribution 
to his insurance rights and his share of the £200 millions expended 
by the State on social services, so in judging the position of a man 
whose income is £10,000 a year we forget to allow for the deduction 
of £3000 income and super-tax; or in noticing the magnitude 
of a deceased millionaire’s estate to notice also the magnitude 
of the Estate Duties by which his fortune will be diminished 
before it reaches his heirs. How far we have moved is, I think, 
shown by this, that a collectivist writer,^ framing a reformed 
income tax in 1905, dare not propose a maximum rate of income 
and super-tax combined of more than l5. M, Since then we 
have had a combined rate of 125. Progress towards equalisation 
of economic conditions, however, is to be seen less in statistics 
of income distribution, even after taxation is deducted, than in 
the approximation of the standards of consumption of different 
classes. Fewer persons go short of food in a post-war trade 
depression than before the war. Medical Officers of Health report 
that the public health, and particularly the physical condition 
of school-childi’cn, is better in the worst spell of unemployment 
that the country has known than at any time in their recol- 
lection.® There is less superficial difference in the clothing of 

^ Riches and Poverty, L. Chiozza Money, 1905. 

* Cf. The Third Winter of Unemploymentt Aator and others. 
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different classes than there was before the war ; the poor have a 
greater variety of food than in any earlier age; rich and poor 
enjoy the same films, music-halls, wireless, and football matches 
to the exclusion of less exciting entertainments. There is a 
shortage of housing, but that is largely because wc are no longer 
satisfied with the kind of houses in which the poor lived in the 
nineteenth century. The modern press with its immense circu- 
lation caters for all classes without distinction. And these 
external similarities arc largely the outcome of a more profound 
approximation of standards ; the working-man’s family to-day 
enjoys an intellectual education better than the middle-class boy, 
or indeed probably a boy of any class, enjoyed seventy years 
ago. The motor, a noisy and ostentatious mark of class dis- 
tinction, by enabling bis poorer neighbours to s(‘e the sanu' rich 
man half a dozen times, when a brougham would have exhibited 
him only once, has given a false impression of the numbers and 
riches of the new rich; but even that distinction is disappearing 
as the motor-bicycle and light car are brought within the reach 
of the better-paid artisan. The general reduction in the hours 
of work since th(^ war removes, or lessens, another dilfercnce 
between the classes. The artisan no loi)g('r “ loses a cpiarter ” 
if he follows the excelkuit middle-class custom of b('ginning 
w’ork only after breakfast. A visitor wiio should return to this 
country after an absence of tlih’ty years, and observer the change 
in tlie conditiojis of working-class life, would find it hard to 
believe that real income 2 )er head was luobably no greater now' 
than then. 

Now this iinpr(}vement is not all of it by any nutans due 
to State action. The influences on which the statesmen of the 
laissez-faire school relied have continued to ojxu’ate. Wealth 
per head grow' rapidl>' until war broke out a?id reduced it; and 
the technical progress of industry has bjought within the reach 
of relatively poor classes amenities of life that were outside the 
reacli of the rich a generation ago. TIk' redistiibution of the 
occujued ])opulation in accordance with the demand for labour 
shown by varying wage rates had important influence in raising 
the average level of w^ages. The numbers in low -paid occu])ations 
like agriculture declined, while the numbers in the relatively 
w^ell-jmid mining and metal industries increased in much greater 
proportion than the increase in population; the average of 
wage rates, if no allowaince is made for numbers in the diflerent 
trades, increased between 1898 and 1913 only H) or 1 1 per cent. ; 
when the average is w'cightcd to allow for changes in numbers, 
No. 145. — VOL. XXXVII. c 
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the increase was 18 or 19 per cent. The relative rise in the 
lowest wage rates is a change that wage legislation helped ; but 
it was probably influenced also by the spread of education and 
increased mobility of labour, factors on which the opponents of 
wage legislation used to rely. The diminution in the consump- 
tion of alcoholic drink has been so great that it too has probably 
contributed to the general economic improvement. More im- 
portant is the decline in the birth-rate, which Mill and his pre- 
decessors looked to as the chief source of an improvement in 
the condition of the wage-earner. Dr. Bowley and Miss Hogg 
found that about a third of the reduction between 1913 and 
1924 in the number of families living in poverty was attributable 
to the smaller size of families and the consequent reduction in 
the needs that had to be met from a given wage. 

If there had been no change in public policy, therefore, there 
would have been some improvement in the economic condition 
of the mass of the population; and, without the co-operating 
influence of the unaided and unregulated development of industry, 
the opportunities of public policy w'ould have been very limited. 
Yet public policy must be credited with the chief part in the 
recent imiu’ovcment. The most marked improvement has been 
made in the last twelve years, in spite of war and trade depres- 
sion, when wealth per head has probably declined ; and this 
improvement has taken place, because it is since the war that 
the full effect of the pre-war legislation has been felt. Public 
policy has secured for the lowest-paid industrial workers a wage 
that is reasonable in relation to the wealth of the community, 
and made provision for them in unemployment when industry 
could not pay them those wages. Public policy again has 
assisted and compelled wage-earners to make provision for the 
risks of sickness, unemployment and jirematuro death, and has 
made direct provision for old age. Public policy again is respon- 
sible for the increased care of child-life. Without interfering 
with or abrogating the essential elements of freedom in the 
policy of laissez-faire, and without assuming the awkward and 
dangerous responsibility for fixing prices and incomes, Parliament 
has nevertheless interfered materially with the distribution of 
wealth, has done much to secure a better distribution, and has 
done more probably in the present century to solve the problem 
of poverty than any previous generation or any other country 
has been able to do. 

Henry Clay 

University of 3Ianchesier, 



ti!korjp:s of ovp:r-production 

I 

When J. H. Say maintains that an article of in eiv hand iso has 
as many possibilities of meeting an effective demand as there is 
abundance of other commodities, and that the best way of 
furthering tlie sale of one commodity is to j)r(xluce another, he 
forgets that one commodity is not bartered against another; 
the formula runs, “service — money — consumers’ goods”; there 
may be many a slip between the correspondence of service (goods 
produced) and goods desired. 

Any change in demand disturlis equilibrium, and this dis- 
turbance has cumulative effects. Tlie producer whose linislied 
articles arc rejected by the consumer C(‘a.ses production ; he not 
only discharges labour but nduses to buy the partially produced 
wares from his predecessor in the several stages of production, 
througli wlihdi the merchandise in question has to pass in its 
progress towards the finished state; from this predecessor the 
])aralysis spreads backwards througli all the stages of production. 
The diseharg(‘d workmen as well as their masters must rclreneh 
in their way of living; thus the paralysing movement spri'ads to 
other branches, not at all connected with the one first hit. Jf 
yl cannot buy /f’s goods before lie has sold his products, because 
A’s profit can only be realised through sale, neither can />* buy 
A’s goods before he has sold his own; thus the stojipage in the 
How of income to .1 stops 7>*’s income, and so on in widening 
circles. It is as in the game of ” patience,” where I must have 
the kings before the aces; now if the cards are so distribut'd 
that the king of spades is covered by the ace of clubs, and tin; 
king of clubs by the ace of spades, the sequeuce is broken, and 
I must reshutlle the cards. 

But the effects are cumulative in another way : let a com- 
modity pass through three stages and the monthly sale lie 
10 units ; then the last producer must buy from the second one 
half-finished goods for 10 pieces, and he again from the third 
producer raw material for 10 pieces. Now the demand shifts, 
and only 8 arc sold ; the first producer has then 2 left, and 
believing that he will not be able to sell more than 8, he only 
buys 6 from the second producer, wdio in his turn then has 1 left, 

C 2 
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and, judging his future sale to be only 6, buys only 2 units of 
raw material from the last producer; the latter has then 8 units 
on hand and stops altogether. 

But, it may be said, demand has shifted to another com- 
modity ; it is not possible, however, to buy more than is ready ; 
thus the last-stage producer of this commodity must limit 
himself to passing his orders to his predecessor in the chain; 
neither can the second man produce before his material is at 
hand, and so on. Only the ])roducer in the first stage benefits 
at once by the increased demand for the finislied article. 

The beneficent effects of the demand at one point are, therc- 
for(', neither simultaneous nor strong enough to counterbalance 
th(' detrimental effect. s of the slackened demand at another point. 
If th(^ slackening of demand is sufficient we may find a spreading 
(►f the jiaralysis in very wide circles, with the effect that 
the income of very many persims connected with the siillering 
trades has decreased without being counterbalanced by an 
increased income for other persons. Fi’om the point of view of 
the undertakers affected, who cannot sell their goods at prices 
which cover costs, we may speak of a temporary relatively general 
glut, notwithstanding that tlionsands of human wants are not 
satisfied and tlionsands of men and implements arc ready to 
provide for the wants. 

In a natural society consisting of independent family cells, 
which at the same time are centres of production and of con- 
sumption, over-production is a sheer impossibility; as long as 
human wants arc not fully satisfied, one must reject the idea of 
there being too much of consumers’ goods and consequently of 
})roduccrs’ goods. In a static soci(‘ty the same holds true : 
production has, as well in quantity as in kind, adapted itself 
to the regular demand as determined by an unalterable dis- 
tribution of the national income. In a properly regulated 
socialistic society — if this be conceivable — production Avould 
conform itself “ selon les hesoin^'' But in onr highly com- 
plicated dynamic society, where the processes and the means of 
production arc sliared out among millions of individual under- 
takings, a relative but still general over-production may be 
possible. 

Believing modern society to be only an enlarged edition of 
natural society, the classical writers of our science could not 
distinguish between relative and absolute general glut. Malthus 
and Sismondi initiated an oi^position against the general belief ; 
the socialistic critic of capitalistic society has, however, at least 
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had the merit of breaking asunder the belief in a parallelism 
between a complicated society and a society of barter. Wo must 
first give up the unorganic mechanical notion of society and 
comprehend it as a living organism before we approach tlu^ 
problem of ovcr-i^roduction. 

Everybody knows that a relative general glut reappears 
every time credit colla])ses and that it is a natural and regularly 
reappearing i.)henomenon of deflation. Whenever demand under- 
goes a sudden and violent change, we g(‘t to a certain degn^e a 
paralysing of industry alTecting trade as a whole, and that is so 
whether demand shifts from one kind of consumers’ goods to 
anotber, or to producers’ goods. 

Now we know that the ])sychological process of saving is 
abstinence, but the technical process is that of shifting the demand 
and production from consumers’ to pro<luccrs’ goods, d’hcre is 
a diirerence in tlic effects of shifting tla^ ]U’oduction on to con- 
sumers’ goods and on to producers’ goods, bi'cause the first kind 
is consuuK'd, but th(i latter is jjroduetive of more goods. If we 
go on saving we augment the fund, wliicli in its action must create 
more consumers’ goods; and tlam the ([lu'stion, at first sight 
rather a strange one, arises, whether excessive savings can create 
a state of over-production. 


II 

“ Excessive saving operates through (hdicient demand for 
commodities to slacken the sinews of production and produce 
more capital goods than wo are able to put to full profluctive use. 
d’he current distribution of income through the industry tends 
normally to evoke a rate of saving that is excessive'. ” {ride 
Hobson). 

Mr. Hobson perceives a permanent cause for crises in the 
propertied classes’ continued savijigs, Vvlien this saving is not 
accompanied by a corresponding increase in the purchasing 
power at the disposal of the working man. If a class spending 
£100 millions a year, and by this expenditure maintaining a 
luxury industry, suddenly becomes virtuous and saving, the 
persons engaged in those industries at once see themselves out of 
work. After a while the employers find that it cannot pay to 
build new factories for supplying the working classes, who have 
not got a bigger income, or to erect factories for goods which 
the rich may consume, in .so far as the rich direct their purchasing 
power to cajDital goods. After all the ultimate aim of all pro- 
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duct ion is consumers’ goods; to the extent tliat these arc un- 
saleable the machinery must stop at last for want of a market. 
In so far as the workmen cannot absorb the increased production, 
to maintain equilibrium between })roduetion and consumption 
the capitalist after a spell of economy must augment his con- 
sumption at the same rate as that by which the productive 
powers of society have been increased. If lie does not, there is 
a general glut. 

]\Ir. Hobson siqiplies new arguments to the theories of 
Sismondi, Hodbertus and Marx. The socialistic theory rests 
on the supposition that wages arc a fixed quantity, always near 
the minimum of sub.^istence ; and further, that labour’s pro- 
portion of the total national income is ever decreasing — the axiom 
of the ever-deercasing “ quota of wages ” (fjohnquote). d’liis 
postulate may be right, even if wo admit that wages have 
actually risen, i.e. when productivity has increased at a faster 
rate than wages. 

]Marx bases his arguments on the fact of a progressive accumu- 
lation of capital due to an ever-increasing surplus value (Mehr- 
irart), appropriat'd by the capitalist and not entirely spent in 
consumption, but partly turned into new capital. As long as the 
organic composition of capital is unaltered, labour is not the 
worse olf. (Competition, however, and the individual will to 
jirofit compel the owners to invest their savings in a higher 
technique, characterised by a greater jiroportion of caj)ital 
invested in labour-saving machinery and a smalk'r proportion in 
tlie wages fund. Thus the reserve army of industry is augmented, 
and the man on the labour exchange keeps wages down for the 
man within the factory gate. The increase in capital accom- 
panied by an increase of “ the reserve army ” mak('s an increased 
productivity meet with a decrease in the purchasing power at the 
disposal of the majority of the people. The “ bourgeois ” refuses 
to buy the new consumers’ goods, and goes on saving. During 
the crises the bourgeoisie counteracts the coming glut by stopping 
the factory wheels, incidentally throwing further labour on the 
street, thereby reducing the total buying power of the community. 

Rosa Luxemburg believed the rate of technical progress to be 
quicker than capital’s natural rate of exhaustion (amortisation). 
8o far tlie causes of crises are inherent, i.e. resting on the very 
nature of our social and technical organisation. Capital, unable 
to dispose of its products, enters upon a reckless and embittered 
competition for markets outside the region of production, and 
inaugurates the expansive industrial imperialistic capitalism. 
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III 

A Dane, Dr. Pio, wrote in 1904 a Look on “ economic depres- 
sions,” in which he sides with Hobsoii and Marx. I quote his 
very lucid argumcntat ion : An owning class spending an annual 
income of £100,000 resolves only to consume £90,000 in the 
future; to the extent that these savings yield a return, the 
income must increase from year to year; thus if the con- 
sumption remains unaltered, we beliold the phenomenon of 
accumulated savings, viz, : 



Tncomo. 

Savings. 

Conaumed. 

1 Year .... 

100,000 

10,000 

90,000 

2 Yoars .... 

101,000 

11,000 

90,000 

;t „ .... 

IOlMOO 

12,100 

90,000 

4 

io:i,3io 

13,310 

90,000 


In the first y(*ar only the kind of production need be altered ; 
there is no disturbance, provided labour can be transferred from 
f)rodiiction of one kind of goods to that of another. In the 
second year there must be produced goods to the value of 
£101,000 (if we take a rate of interest of 10 per cent.). The 
owiuTS do not spend the extra £1000, but create a demand for 
£11,000 producers* goods; the fourth year there must be pro- 
duced capital goods for £13,310, and so on. Thus we behold an 
ever-increasing complex of capital goods to produce machinery 
and other producers’ goods. In the long run this causes an 
impossible entanglement. The productive machinery aims at 
being converted in due course into consumers’ goods; its net- 
yield is created under a continued reju’oduction of the outworn 
capital. 

The interval between the stages of the goods being a means of 
production and of ripening into consumers’ goods is technically 
determined and cannot be exceeded. Thus an increased complex 
of producers’ goods must, as quickly as the newly-creatcd capital 
ripens, yield a corresponding increase in consumers’ goods. 
Already in the second year in our example there is produced and 
ready for sale a larger quantity of consumers’ goods than is 
demanded at a price wliich covers costs. Wlien the new capital 
has reached the state of ripeness to cast off producers’ goods and 
the owners are continuing their course of saving, the supply of 
consumers’ goods must for technical reasons gn'atly surpass the 
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quantity clTectivcly demanded, with the result of prices creeping 
below the cost of production. 

This we may call imrlinl over-production (of consumers’ goods) 
and partial imder-prodmdion (of producers’ goods), so long as 
the total income suflices to buy the whole production at a reason- 
able price. But there exists a discrepancy between the kind of 
commodities ])roduccd and those desired. This apparently logical 
account veils the real causation, that demand is distributed 
over the two species of good-^, which, on account of the ripening 
process, described above, is ineom])atible with the technical 
requirements of product inn. (Casscl seems to have a similar 
explanation.) 'i'liis phase will not last long, provided that falling 
prices for iinished goods are tran.sinitted to tiie intermediate stages 
of production, i.e. to the ju’odueers’ goods, TJie reduced incomes 
of the persojis connected with the product ioii of consumers’ goods 
are paralleled by i educed inc'omcs of the manufacturers of ])r()- 
ducers’ goods. The total income of the community shrinks and 
cannot now, even if dij’ceted to corrcs])o}id to the actual })ro- 
duction, buy those products at a price, covering costs, which v.i're 
incurred at the earlier periods Idghcr price level. Over tfu^ 
whole field the owners of reduced incomes are unable to re-buy 
their own products at t)rices which cover costs. 

The curious system of discount, according to which products, 
maturing at a distant date, arc discounted in accordance not with 
the unknown prices of that future but with the higher present 
prices, causes a fall in price of the ultimate jwoduct during the 
period of transition to reduce incomes all round : first in the 
trades immediately affected, secondly in others affiliated with 
them, and thirdly in those industries which produce articles of 
consumption for the per.sons employed in the first-mentioned 
trades. The reduction of income hits firstly the undertaker, who 
by a wholesale diseliarging of staff pa.s.ses some of his losses on 
to the salaried and wage-earning classes, thus decreasing the 
total purchasing power of the community. 

Now we g(^t the strange appearance of awperjixioiis and unsale- 
able goods. We face a double conflict. Tdie newly-created capital 
ripens into consumers’ goods which nobody wants, and the old 
invested capital goes on ripening into such goods; the existing 
aggregate of invested capital is not elastic enough to meet a 
changing demand and goes on yiidding the consumers’ goods, 
which used to be in demand. The cumulative savings create by 
their very nature a dispro])ortion between to-day’s investment 
and next week’s consumption. 
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Dr. Pio sums up : In so far as savings are deferred consunip- 
tion—tcclinically realised by manufacturing producers’ goods, 
which in due time by technical necessity must yield a greater 
quantity of consumers’ goods to cover the deferred consumption 
and something more (the reward of wailing) — this (deferred) 
consumption must take place, when the new means of proiluction 
commences to yield consumers’ goods. Put if we put off our 
consumption beyond this time, wc have brought into existence 
superlluous commodities not in demand. An isolated individual 
could not put off his final consumption beyond the point of 
maturity; seeing the perishable goods before him, he would 
understand that consumers’ goods are to be consunK'd. In our 
complicated society, howi^ver, the imiividual does not see tbe 
commodities, but goes on saving through the banks. Put society 
as a whole does not deal A\ilh money hut with commodities, and 
is in the position of the isolated mdividu;\K in possession of the 
ripened consumers’ goods nobody can (>r will buy; we enter in 
tlie slate of a general glut. 


IV 

The authors I hav(‘ quoted are right in asserting, that a 
community which keeps its consumption unaltenal and goes on 
•])utting by an increasing part of its income, must in the end sei' 
its production paralysed. But is such an unalti'nMl consumption 
possible in a dynamic; society, which goes on accumulating 
capital ? 

Marx’s theory is subject to two conditions: (1) that there 
are only tw’O class{?s in existence, capitalists and the proletariat, 
and (2) that wages are rigidly fixed and near the minimum of 
subsistence. 

Society, however, docs not consist of two class(\s; the tech- 
nical development favours, even necessitates, the exist ene(‘ of a 
daily increasing middle class of traders, clerks ami professional 
men, and this class are in an increasing degiee actual consumers. 

On the other hand, labour does benefit by an inereast; in 

caputal. Most economists agree that the foi-mula — indicating 

the amount of capital and the number of workei’s - detf'rmines 
the relative strength of the two factors; the greater 0, the 
higher wages must bo. Furthermore, working nu n do not save 
in any" considerable degree. My argument is, them, that the 
accumulation of capital gives the workers a better tactical 
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position, a greater bargaining power, affeeting wages; thus 
labour is able to demand a greater part of the produced goods 
than before. The rate of interest must decline, even if it is 
probable that the total amount the owner class receives in interest 
may be increased. Further, the growth of the middle class, 
whose purchasing power as a matter of fact increases in times 
of capital-accumulation, tends to absorb a part of the increased 
production of consumers* goods. 

We cannot deny the possibility of an excessive rate of savings ; 
the old-times Puritan ironmaster did save, he loved his work, 
had not enough leisure time, was not yet socially accepted by the 
idle rich, and his moral conceptions made most expenditure a 
sin (vide Mrs. Knowles). Nowadays the rich man only saves 
when he has left no sensible way of exhausting his revenues. 
Social ambition demands reckless expenditure; most savings 
outside the rural districts are made within the limited com- 
panies, by building up secret or open reserves or creating 
substantial assets where they have started by over -capitalisation 
and watered shares : the U.S. Steel Corporation started with 
a capital of 1400 million dollars, of which the half was water; 
fourteen years after the water was pressed out and replaced by 
real values. 

We cannot judge by the figures of official statistics ; when in 
Copenhagen real estate rose in price on account of the increased 
rents in the ten years after the outbreak of the war, the statis- 
ticians laid it down with glee that the national wealth had been 
increased by several hundred million crowns ; and yet those 
millions were not a result of savings and abstinence, but only of 
capitalisation. From 1897 to 1914 the means of payment 
were increased from year to year, affecting the value of invested 
capital. The process of capitalisation grew at a tremendous 
pace. Add hereto that technical progress made production 
cheaper and that this cheapening of the processes did not reduce 
prices — as was the case in the last ihirty years of the nineteenth 
century; the gain in the present century has been absorbed in 
the process of capitalisation. Thus the jnivate capital which is 
really only a right to income without effort, a multiple of a free 
income, has been increased, without the real and social capital 
being proportionally augmented by saving. I repudiate the fear 
of Dr. Pio and Hobson of an excessive saving. Wo have not in 
our century had excessive savings, and even statistics prove this, 
if we take into consideration the rise in the price level since 1897, 
the doubling of the means of payment from 1897 to 1914, and 
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the fantastic growth of the processes of capitalisation in industry, 
when even a remote hope is capitalised; the war did devour 
capital, and wc are not likely to save very much in the future; 
a world’s State debt of 250 milliard dollars, the interest of which 
goes to private expenditure, and behind which is no productive 
activity, warrants neither fear nor hope of a considerable increase 
in our capital stock. 


V 

But still we cannot discard the .socialistic theory of over- 
production, because tluu'e is .some truth in it. 

At first a part of the saved-up capital goes abroad ; in that 
case labour does not reap the advantages of capital accumulation 
and yet suffers from the di.sturbances caused by tlie shiftings of 
demand, which it creates. Further, the .socialistic thinkers have 
only erred in not distinguishing between the effects of cumulative 
savings and those of high techniqiiey which makes manual labour 
superfluous. Treating those two problems se])arately I come to 
the following conclusions. 

(1) A community owns a capital of Cl million, served by 
10,000 men. I am abstracting from the fact that capital has a 
certain organic composition according to the tcchnifpic employed ; 
for instance, three-quarters of the capital may bo fixed and 
onc-quartcr circulating. Here I must recall the as.sertion of 
Boehm-Bawerk, that the method of production, viz. the technique, 
must be chosen in such a way as to employ the whole capital 
and all the men. In our case this condition is fulfilled wJien 
3^011 put £100 at the elbow of each man. And now wc come to 
my main thesis : Any alteration in the relation between C and L — 
amount of capital and number of labouri*r.s — means transition to 
another technique. A capital of £1 per worker means a spade 
per man, £100 capital per wairker does not mean 100 spades, but 
must mean a kind of machine ; man has only two hands. 

I do not agree with Professor Clark, that an increase of capital 
in the hands of a given amount of labour is subject to the 
law of dccrea.sing returns ; it would be so if capital was invested 
in the same technique ; if we could give a man two spades instead 
of one, he certainly would not double his output; but we arc 
obliged to invest in a higher technique if wc desire to increase the 
amount of capital goods to be served by one man. An altered 
relation of C to L must mean an altered organic composition of 
capital, viz. an altered technique. 
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(2) Suddenly capital is doubled ; the 10,000 men are now faced 
by £2 millions’ worth of capital ; but technique remains unaltered, 
that is, the technique is still characterised by an investment of 
£100 per man. Ten tliousand men can by an unaltered technique 
only serve £1 million of capital; there arises a disproportion 
between the augmented capital, seeking investment and hunting 
for labour, and the same 10,000 men, who offer themselves for 
employment. This condition is bound to give labour a lasting 
advantage. 

But to be idle to-day seems more out of the question for 
capital than for men. The rate of interest, having fallen, bids 
the owners to change over to a higher technique, to procure more 
costly machinery, which will ])ernut one man to serve £200 worth 
of capital. Now, again, equilibrium sets in ; 10,000 men, each 
serving £200 worth of machinery, give cmidoyrnont to £2 millions’ 
wortli of capital. Wmges having beem raised while 20,000 machines 
at £100 were eompiding for the 10,000 men, may decline, but not 
necessarily to the former level. And inasmuch as £200 working 
with one man probably yields at least double the j)roduee of 
£100 and one man, labour further benefits by low('r prices in the 
ratio in which it shares in (he national dividend. 

(3) Sup2)ose now that th<^ amount of capital is unaltered, but 
that the t(‘ehniquo employed is changed, and that wo build 
machines at £200. Then a ca])ital of £l million will provide us 
with only 5000 machines; the capital of £1 million is not any 
longer split up in 10,000 machines at £100, but in 5000 at £200. 
Only 5000 men can be employed; the other lialf is unemployed 
and causes an onslaught on wages. 

The fall in wages should make it profifable to abandon the 
lughcr technique and return to the older one in order to create 
an equilibrium wIkwc all men arc working. The mentality of the 
modern employer, however, is against this course, he sticks to 
his technique, preferring to take advantage of the better tactical 
position in bargaining with labour and to share as a taxpayer in 
providing the unemployment dole. A higher technique, not 
accompanied by a corros])onding increase of capital, means 
unemployment and lower wages, both effects detrimental to 
labour. I then concur with Professor Wicksell, that the ultimate 
result of increasing capital i.s beneficial to labour, but labour- 
saving inventions are not accom})anied by capital accumulation ; 
the men who, in the days of Chartism, smashed machinery w'ere 
not so unwise as it is often believed. 

In the very long run the productivity of the new technique, 
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combined with the temporary low wages, creates a surplus gain 
for the employers, who then gradually, by investing this gain, 
must reduce the reserve army of uncm])loyed, and this goes on 
with a steady improvement of labour’s position until equilibrium 
is re-established, the necessary amount of capital having been 
created to satisfy the new technique. 

The socialistic authors are then only right if they give their 
theory of over-production this form : whenever labour-saving 
technique incrc'ases at a quicker pace tliati capital, labour is thrown 
on the street, its purchasing power deteriorated, at the same time 
as productivity is increased. Tf now the owning classes do not 
buy the consumers’ goods produced, we may for a time face a 
kind of general glut. So far as I can see, Kui'ope has in the last 
twenty years sulhua'd from a condition where technitiue is very 
much in advance of accumulation of real capital. If the owners 
restrain their (‘xpendUure to accinnulate capital and technical 
evolution is ho))bling Indund, then wages go up and the labourers 
turn elfectivc bidders for those commodities which the saving 
rich deny themselves. It is, how(‘ver, inevitable that the shifting 
of demand from ju'oducers’ to consumers’ goods is temporarily 
acc(impanied by tlie usual distur])ances. Kqiially it holds true, 
that if evei’ybody w'as saving, consumers’ goods could not be 
sold at a ]n'iee covering cost ; nobody would invest in capital 
goods, and even if the banks w'cre to go on acc(‘pting deposits 
from the saving ])art of the community, they w'ould not be able 
to lind borrowers so that the de})osits w'ould only serve to swt.11 
the cash reserves, until the ])oint was reached where the banks 
refused d('posits. J believe that these theses can be corroborated. 

VI 

The owners of capital in the United States saw in 1920 the 
export trade disorganised and w'(‘re at the same time victims of 
the deflation. They turned to the old trick of trying to force 
w'ages dow’n. The immigration legislation, however, had given 
at least skilled and semi-skilled labour a scarcity value ; in most 
trades labour resisted the attempt to knock down wages. At 
the same time the United States had plenty of capital ; the ratio 
between C and L was very favourable to labour, and the employer 
deemed it profitable to introduce a higher labour-saving technique ; 
thus equilibrium was reached betw-een the abundance of capital 
and the scarce labour force, resulting in lowTr labour cost per 
unit, higher day-wages and higher productivity, and a purchasing 
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power at the disposal of labour to meet the increased production 
of consunK'i's’ goods. It looks as if real wages in the United 
States arc 50 per cent, higher than fourteen years ago. 

When two English engineers in the Secret of High Wages 
exhort the English employers to imitate their American col- 
](‘agues, it may bo questioned whether this policy is possible in 
a Europe where the ratio between C and L is quite other than 
in the United States; we cannot put as much capital at the 
elbow of each man as the States can, 

I should like to ask, whether we can explain one of the 
greatest paradoxes which contemj^orary European economics 
otTcr : workmen are idle, machinery is idle, and the real lacic of 
raw material docs not impress itself upon us as it would if all 
hands were cmjjloyed. It looks as if there is plenty of con- 
sumers’ goods ; the well-to-do do not deny themselves very much, 
the middle class hai? a higher standard of living than fourteen 
years ago, and even the unemployed do not hunger. We 
maintain our standard of living. Let mo now try to tind the 
reason of this curious state of society. (I waive the crises of 
dellation and the broken links of int('rnational trade, which can 
only explain a tempoiary disturbance.) 

(1) Wc have spent too much capital during the war and have 
not got capital enough to employ all the men in the technique 
actually in use. If we had to employ all the men with the capital 
we actually possess, wo should have to descend to a lower tech- 
nique. We take, rather, the opj^osite way, hence the unem- 
ployment. 

(2) But the technique actually in use makes production so 
formidably elTcctivc that even as half-timers wo produce more 
consumers’ goods than the actual income can buy at a price 
which covers overhead costs, 

(3) This makes for a further retrenchment of production, to 
the extent that the unemployed and those retailers who adminis- 
ter to their wants have lost their purchasing power. 

Now remember that tlie earlier investments wore based on a 
consumption according to the earlier division of the national 
income, and that even the new investments have been made on 
the assumption of an unaltered consumption. The owners, even 
if willing to spend the surplus which they receive on account of 
falling wages, will not purchase the (inferior) goods winch the 
productive machinery goes on turning out; thus there are in 
existence goods that cannot be purchased, and the profits of the 
producers of those goods do not materialise, but become losses. 
So the paralysis spreads ; nowhere is the full capacity of industry 
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utilised, nowhere are the overhead charges covered, except at 
prices which deter the consumers. 

This disproportion between the amount of capital available 
and the technique actually employed reappears in the organic 
composition of capital as it is to-day — too much of fixed, too little 
of circulating capital. 

Thus we reach the paradoxical climax : a capacity of pro- 
duction greater than our consuming power. Our technique 
ought to make man-power expensive and goods cheap. But at 
any rate under the present social organisation the opposite holds 
with more truth unless the introduction of labour-saving technique 
is accompanied by a corresponding accumulation of capital. 

VII 

For an individual trade this rule may not apply ; the curve 
of demand of its product may have such a shape that a very 
small reduction in price calls in thousands of new customers, 
with the effect that the working staff of the industry is doubled 
within a few years ; we do not need to go to the time-honoured 
instance, the cotton industry in the nineteenth century; the 
introduction of the linotype has, so far from making the type- 
setter idle, increased the number of men employed in that trade. 
An individual country may by introducing a higher technique 
get a chance in international competition, but to the detriment 
of workers in other countries. But if we take the state of 
Europe as a whole and her capital as an aggregate we surely 
find that the scarcity of capital, resulting from the war, is 
emphasised by its being invested in the instruments of a higher 
tcclinique, and that, even if every country had stabilised its 
monetary system, the unemployment and comparative over- 
production would remain among us for a time. 

VIII 

Technical evolution aims at making manual labour super- 
fluous ; the economists have not paid much attention to this fact, 
shelving it by a reference to an ever-increasing consuming power. 
Still, experience has proved it : hard labour is now a relatively 
rare occurrence, and the census shows an increase in those occu- 
pations not exacting hard manual effort. The last twenty years 
have witnessed such technical wonders — and there is no reason 
to believe that the rate of inventions will slacken — that it is 
admissible to predict that industry will dispense with a vast 
amount of manual labour. And inventions are materialising at 
such a rate that capital accumulation cannot keep pace. The 
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history of dying trades and methods predicts the fate of those 
men actually engaged in such trades and not able to shift over to 
other occupations. 

Some novelists imagine a state where the superfluous labour 
is gradually dying out in a world where the device of production 
is : press the button. 

But even if there is a limit to the amount of commodities 
which the plutocracy can desire, there is no limit to the amount 
of j^crsonal attendance and services wc require. Roman history 
and the court of Louis Ic Soleil give evidence of a number of 
valets, (lancers, people who provide manicure and massage, 
artists and teachers connected with a millionaire’s household, 
beyond the dream of a madman. Among his do7)iestici, house- 
slaves, the Roman plutocrat about the time of our Lord kept 
Greek slaves, who even had the education of philosophers. The 
theatre occupies an increasing number of persons; the pro- 
h'ssional journalist is multiplying in numbers, and if we turn to 
the trading classes, the retailers, the agents and the clerks are 
increasing according to the formula of Malthus. If wc remember 
that half the price which the ultimate consumer pays for a com- 
modity is commercial costs, putting together the cost of dis- 
tribution at all the stages through which merchandise passes 
from raw material to finislied article, wc understand why th(5 
commercial classes bear an ever-growing ])roportion to the 
producers. Our capacity for production outruns greatly our 
capacity for distributing the goods, and something may be said 
for the assertion, that the advantages of technical progress have 
boon swallowed by the cost of an ever more complicated and 
irrational mode of distribution. 

If you ask about occupations for an increased population, I 
point out in reply that neither industry nor agriculture will give 
employment to the unborn surplus. A few decades will show us 
half of the population occupied in a third category, comprising 
persons offering personal services or connected with commerce. 
The increase in the second category (industrial) will mainly 
consist of transport workers (Mr. Stephenson calculates to-day 
Uvo million men connected with all kinds of English transport) 
and of supervising and controlling staff. In the German dye- 
stuff and explosive industry one out of six employees has the 
status of an official. The elimination of manual labour may have 
some political bearing on the future of the Labour Party, but this 
is outside the scope of this article. L. V. Birck 

University of Copenhagen. 



THE CRISIS IN THE LANCASHIRE COTTON INDUSTRY 

I 

Owing to a lack of adequate statistics the Lancashire cotton 
industry is unable to determine whether the causes of the pro- 
longed crisis through which it is passing are temporary or per- 
manent, or the extent to which dillcrent sections of the industry 
are affected. What is known is that the crisis is especially acute 
among the spinners of American cotton, whose spindles represent 
about two-thirds of the total spindles of the industry. 

No authoritative figures of the production of cotton yarn in 
this country arc available ; in order, therefore, to compare the 
position since 1920 with the position in 1913, an estimate has had 
to be made by transforming the statistics of cotton consumed into 
statistics of yarn produced. Making certain allowances, the 
transformation has been made at the probal.)ly low ratio of 
100 : 87, and the following table, wliich also includes figures of the 
exports of yarn and cloth, is the result. 


Unjted Kingdom 

Production of Yarn (Estimated) ; Extorts of Cotton Piece 
Goods and Exports of Yarn 


Year. 

(In eacli case 

Production of 
Yarn Quantities. 
1913 -- 100.) 

Exports of Cotton I’iece 
Goods Quantities : unit, 
linear yard.^ 

Exports of Yarn 
Quantities. 

1013 . . . 

100 

100 

100 

1020 . . . 

70 

05 

70 

1021 . , . 

60 

•43 

00 

1022 . . . 

71 

01 

!h) 

1023 . . . 

04 

61 

00 

1024 . . . 

70 

05 

78 

1025 . . . 

78 

OC 

00 


^ The use of tlio unit used, the linear yard, is brcoining iinKJitisfaolory since 
the average width of cloth exported is increusing. 1’iiis applies puitieularly to 
S. American markets. 


It appears from this table that the average production of yarn 
in the years 1922-25 was about 71 per cent, of the 1913 produc- 
tion ; while the exports of piece goods and yarn were about 63 
per cent, and 83 per cent, respectively of the 1013 exports. 

No. 145.— -VOL. XXXVII. ^ 
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Ojiiitting the year 1925, there appears to have been no marked 
(‘hang(; from the relation between home trade and export trade 
wliieh existed in 1913.^ The ligures for 1025 siiggest that in 
that year the home trade became relatively more important, but 
a definite assertion cannot be made because of lack of information 
concerning stocks. Moreover, it may be that increasing quanti- 
fies of cotton yarn are being exported mixed with other materials, 
c/j. artificial silk. The relation between home and foreign trade 
is indicated in the following table in which exports of piece goods 
and yarn are expressed in terms of yarn. 


Estimated Production and Export of Yarn for United 
Kingdom. Millions of Lbs.* 


Year. 

I'stimated Total 
Yarn Spun. 

Estimated ^'al■n 
Kxporteil. 

JVr C(Mit. of Yarn 
Exported. 

1913 , , . 

1,930 

1,432 

71 

1920 . . . 

1,515 

900 

03 

1921 . . . 

9+S 

079 

72 

1922 . . . 

1,337 

98 1 

73 

1921 . . . 

971 

077 

70 

1922 . . . 

1,36S 

98 1 

72 

1923 . . . 

1,230 

895 

73 

1921 . . . 

1,352 

942 

70 

192“) . . . 

1,492 

900 

00 


* The first four linos of this tahlo are taken from an artii.'h? in The Hoard of 
Trade Journal (May 1023). The remainder of the table has been caleulated on 
a somewhat different basis. A comparison of correspondiii}:; years shows that 
the difference in results is extremely small. 

Here it is necessary to observe that statistics of the volume 
of exports, unless accompanied by some information of average 
quality, may create a wrong impression of the real importance of 
any decline or increase. There can be little doubt that, as com- 
pared with the pre-war period, there has been an improvement 
in the quality of the exports. The average yard of cloth exported 
to-day appears to be something finer than the average yard 
exported in 1913. If no other evidence were available, the 
views of shipping merchants who have given an opinion on this 
point would be strong indication of a change. These views, 
liowevcr, may be supplemented by statistical information. The 
facts that the exports of yarn have, since 1920, become increasingly 
concentrated in the higher counts, and that, of the exports of 

^ This point is oonHiderod in more detail in a paper read before the Manchester 
Statistical Society, January 1927, published by Messrs. Heywood, Manchester. 
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piece goods, a larger proportion now consists of “ finislied ” goods 
than before the war, are, perhaps, only of minor importance. 

Of greater importance is the fact that the decline in exports 
has been more than proportional to those markets in which the 
pre-war exports were of tlic lowest values. In the followijig table 
an analysis has been made of the 53 most important markets, and 
a threefold grouping has been employed according to the value 
])er 1000 yards of the exports to each individual mai*ket in 1013. 
The percentage decline for each of the three groups lias then been 
determined, with the following results : 


Classification of Fifty-three Fmfoutan r Exfort ^lARKF/rs 
ACCORDING TO VALUE TER 1000 YaRDS OF ExFORTS IN 1013, 
Showing Percentage Decline in each Ciiore 


Group of YarlNofrt ^^ith 1913 
V’aluc per lUUO yda. 

'J'otal IL\[M)rt.s of Col (on Fk’co ( Joods in 
Liiioar ^'anla^o to on li ( liouj). 

(1913 - ion.) 

1913. 


Tq)to.i:i4 

100 

oO 

£14 to £17 

100 


£17 and nhovo 

100 

Hi 


From the table it appears that tlie greatest piaccntage declin:.' 
ill exports has taken place in those markets iv Jiich before the war 
were taking the cheapest goods. ConscMpiCMilly the result must 
be to raise the average quality and real values of the total exports. 

A different distribution of exports over the various markets 
is not, however, the only reason for an inen^ase in real values. 
There has been, beyond tliis, an improvement in the quality of 
cloth demanded even in those markets to which exports have not 
declined. The average value (per 1000 yards) of exports to eertain 
markets has improved because the decline in exports to tho.se 
markets has been greater in the poorer than in tlie better classes 
of goods, and this increase has lieen almost matched in other 
markets by a general all-round increase in the qualit\' of cloth 
demanded. This is shown in table on p. 3G. 

This grading up of quality is, therefore, I’ovcaled as the 
cumulative result of several distinct factors, each or all of which 
may have operated in any individual market. 

1. Taking the total exports of cotton piece goods the decline 
has been greater in the cheaper classes of goods. 
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2. The decline in exports has been more marked in tho markets 
taking cheaper classes of goods. 

3. In certain markets to which exports have declined to tho 
greatest extent, the decline has been more than proportional in 
the cheaper classes of goods. 

4. In certain markets where no important decline has occurred 
the quality has improved. 

This improvement in the average quality of the exports of 
cotton goods is an important consideration. If the decline has 
taken place mainly in goods of poorer qualities, then that decline 


Increase between 1913 and 1022-24 in Average Value 
(per 1000 Yards) oy Exports of Cotton Piicce Goods to 
Previous TiipwEE Groups of Markets 


Groups of jMarkets 
with 1913 Values 
per 1000 yds. 


Av<‘ra^f" Value 
in 1913. 


Averac^e Value 
in 192J -24. 


Per cent. 
Increase in 
Average Value, 


Up to £14 . 
£14 to £17 . 
£17 and above 


£ 

£ 


11-75 

20-20 

123 

lG-00 

37-40 

134 

20-80 

45-04 

117 


is probably less serious, measured in term of profit and employ- 
ment, than if it had occurred in goods of higher qualities. The 
real decline in exports will, tliereforc, be represented more 
accurately by the changes which have taken place in values 
(allowance being made for the change in the general price level 
since 1913) than by changes in physical quantity. 

One method of making allowance for changes in the quality 
of cloth exported is to discover what changes of value have 
occurred in cloths which have not changed in quality. For this 
purpose several shipping merchants have supplied the prices of a 
number of comparatively important lines which were exported 
in 1913 and which were still dealt with in 1922-24 in quantity, 
and which have not appreciably changed in quality in the interim. 
The index figure so obtained is placed below alongside the changes 
in the average value of the total exports as obtained from the 
total export and total value figures recorded in the OHicial 
Returns.^ 

' This method has certain drawbaclis whicli are considered in the paper 
previously mentioned. 
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Average Value of Cotton Piece Goods exported fro:si 
United Kingdom. (1013 ^ 100) 


Avoragfi V'ftliie of Avorngo Value of 

SlaiKlaid Cloths. Total Exports. 


1913 

I9l!2 

1023 

1924 


100 

100 

200 

239 

202 

234 

215 

241 


The inference to be drawn from the tables is tliereforc that, 
whereas the price of standard cloths for export increased lOG 
per cent, between 1013 and 1922-24, the average value of total 
exports increased 138 per cent, over the same period. total 
annual average value of exports of cotton piece goods 1922-24 
was £144,712,240, which, reduced to the 1913 value by the index 
of standard cloth prices, gives £70,200,000. Thus the following 
comparison can be made : 


Exports of Cotton Piece Goods from United Kingdom 


Ycnr. 

Linear V'ardagc. 

Value at 1013 Levels. 

Millions. 

£rns. 

1913 

7,075 

07 -S 

1922-21 

4,300 

70-2 

Per cent. 1022-24 of 1013 . . 

02 

72 


This result is of considerable importance. Mca.su red ])y real 
value (probably a more accurate index of profit and employmerd 
than yardage or weight) exports of cotton piece goods in 1022-2 I 
were 72 per cent, of the amount in 1913. It i.s iinpossi})le to 
determine whether similar changes in fpiality have talvcu place in 
the home market, but the changes in fashion suggest that her(^ 
also there may have been a .similar movement. It appears, 
therefore, that if the 1022-25 production of the Lancashire 
cotton industry were valued at 1913 prices, the percentage 
reduction in value would be appreciably less than the percentage 
reduction in the volume of output. 

II 

The significant fact about the decline in the volume of produc- 
tion and exports is that it cannot be attributed to a corresponding 
decline in the consumption of the various markets. Actually 
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consumption in the foreign markets appears to he as great now 
as it A\’as hofoi’c the war. This is less surprising when it is borne 
in mind that a large proportion of the cloth used in the world is 
still produced imdcM* domestic conditions. Especially is the 
statement true of the Ear Eastern countries, which constitute 
the largest group of markets for British piece goods, and in which 
the demand has shrunk to the greatest extent. 


PERf'ENTAaii: Distribction of Piece Goods Exported 


Croups of .Markets. 

11)13. 

1020. 

11)21. 

1922. 

1023. 

1924. 

1925. 

Far 

Hi-fi 

47-8 

48-0 

45-6 

44-2 

47-.5 

41-8 

Near Fust . 

10-2 

15-8 

18-1 

13-1 

13-7 

12-8 

14-3 

South Anunici 

i)-5 

11-4 

7-3 

8-4 

11-8 

10- 6 

12-5 

Self-governing.-' 

Doininions 

/)-fi 

6-3 

6-0 

9-2 

S-0 

6-6 

6-8 

Knrope .... 

5-2 

8-2 

5-6 

12-7 

7-0 

0-6 

10-3 

Africa .... 

4-8 

6-1 

6-0 

5-9 

G-4 

6-1 

7-9 

United States . 

0-C 

2-2 

1-S 

2-2 

4-0 

3-4 

1-9 

Otlicrs .... 

2-5 

2-2 

0-3 

2-0 

4-3 

3-4 

-4-5 

All .... 

100 

100 

100 

100 

100 

100 

100 

'.rotal in million yd.s. 

7,075 

4,013 

3,038 

4.313 

4,324 

4,585 

4,637 


Quantities of Piece Goods Exforted 

(1020-25 as percentage of 1013) 


Croups of Markets. 

1013. 

1020. 

1021. 

1022. 

1023. 

1024. 

1025. 

Far Fn.sfc .... 

(000 yds.) 
4, 357;? 11 

51 

31 

45 

44 

50 

44 

Near East .... 

721,420 

101 

76 

78 

82 

78 

91 

South Aineriea 

672,80-4 

78 

33 

54 

76 

70 

83 

Self-governing 
Dominions . 

393,220 

74 

53 

101 

82 

76 

81 

Europe 

300,774 

102 

46 

140 

89 

119 

130 

Africa 

333,243 

81 

53 

71 

80 

84 ’ 

105 

United States . 

44,415 

230 

126 

218 

387 

360 

190 


“ China,” we learn from an American investigator, “ is to a 
considerable extent independent of foreign piece goods. When- 
ever the price of the latter rises there is an increase of hand-loom 
weaving throughout the country to supply the demands of the 
people whose buying power is limited and a largo part of whom 
are ipiite content to use the native cloth for their clothing.” 
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In 1922-26 about 30 per cent, of the cloth available for con- 
sumption in India was woven on hand-looms, and a further 34 
per cent, in native weaving sheds. 

Assuming that the consumption of cotton cloth has not 
diminished it follows that the reduction in the volume of exports 
of British cotton goods has been off-set in foreign markets either 
by an increase in hand-loom production or by increased activity 
of rival textile industries. Actually the following statistics 
(based upon information collected by the League of Nations) 
indicate that international trade in cotton goods is less than in 
pre-war days, and they also serve to show the extent to which 
the percentage share of the United Kingdom has diminished. 


Exports Cotton Piece Goods in Metric Tons — Annual 
Averages 


Country. 

(1) 

1909-13. 

(2) 

1921 -25. 

Per cent. 
(2)of (1). 

United Kingdom .... 

520,837 

340,000 

00 

J npan 

10,332 * 

74,374 

721 

Italy 

40,394 

44,950 

111 

Holgiurn 

27,320 1 

23,191 3 

85 

British Imlia ..... 

7,447 

13,010 

182 

France and Germany . 

80,576 * 

.59,740 

74 


33,405 

15,144 

1.35 

Total 

726,377 

600.921 

84 

Percentage sliare of Thiited 
Kingdom 

73 

57 



1 1910-13. 

* 1909-11. This very much exaggerates the percentage Increase between 
1909-13 and 1921-25. 

^ 1922 omitted. 

* France pre-war based on single year 1913. 


Evidently in some markets the competition of internal sources 
of sup23ly has had a more serious effect upon British exports than 
the competition of external sources. But, as the following table 
shows, this external competition is suflTiciently serious ; the 
progress of Japan in India, China and the Dutch East Indies is 
especially striking, and, in Egypt, the growth of Italian competi- 
tion, though it is largely confined to dyed goods, is worthy of 
notice. 
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Percentage Share of Great Britain and her most Imror- 
'I’ANT Competitors in Total Cotton Piece Goods imported 
INTO Certain Markets 

(Percentages based upon weiglit) 



India. 

China.* 

3^? 

yi'L 

Duti’li Cost 
Indies.* 

Argentine. 

Uni/, 11. 

ir.s.A. 

Yoor. 

- 

i 

Cm 

M 

Cl. 

p4 

"a’ 

pi 

S 4 

i 

W 



in 


i 




6 


6 


•i 

'A'"* 


uj 


’J 


’p 


litll 

Oti 

4 





S(> 

7 


41 

ft 

— 

__ 

72 

2 

80 

tt 

l'.M2 

<i7 

a 

r).'» 

l.s 

IM) 

f> 

4li 

4.) 


— 

— 

(.9 

2 

78 

3 

i'.iKl 

!I7 

4 

fi') 

113 

811 

r> 

4.‘) 

4.3 


f..3 

37 

71 

;; 

72 

4 

lUL'l 

S7 


117 

.')7 

S.S 


SC. 

3-1 

1!) 

— ■ 

— 

r.ii 

7 

50 

S 

lllJJ 

‘i-J 

« 

:5-j 

,'.l 

h.l 

11 

3(1 

31 

17 

— 

— 

715 

9 

151 

9 

inj:i 

'.(I) 

7 

L’S 

.Ml 

7t> 

17 

33 ' 

33 

H 

r.o 

21 

73 

15 

HI 


liiji 

Kll 1 

>) 

3') 


r.it 

111 

3.3 

IT. 

1!.3 

4(i 

28 

72 

9 

h:. 

t. 

1 ii-d 

N() 

13 

— 



••3 

3.3 

I’G 

3.) 




■“ 

8.3 

5 


' f.rcat 'Miition must lie >\iHi tl)e nt'urc'^ for rbina, since llio i'rrs<‘ncc of Ifon;,' Kong as a groat. 
|l nlin ' c- iitr-’ ri n !■ all trivlo rt liuii-i un^.ilwtai (ory. 

* I’riii'iirMi.ii- !■ I'd OM lines, Java nn-l Mivlura onlv'. Trade on Trlvatc Account. 

- J''a'U]'cs iiof avajiable. 

■' I’roj'oi lion less th.iii 1 ]iorc('id. 


The increasing activity of the cotton industries of IJ.S.A. and 
Japan is indicated by the statistics of mill consumption of cotton. 


Estimated MiTiL Consumption of Cotton in Millions of Lbs. 


Country. 

Annual Avorafjo, 

Annual Average 

lUll-13. 

11)20-25. 

Croat Britain 

2.125 

1,518 

Japan 

(117 

1,061 

U.S.A 

2,5(>.S 

3,001 


Hased on Statistics of International Federation of Master Cotton Spinners. 


This increase in competition appears to be a permanent 
change to which tlie British cotton industry will have to adapt 
itself. Before the war the possibility of foreign competition was 
discussed and, indeed, its actual existence bemoaned. 1 1 appears, 
however, that prior to 1014 foreign competition 'y)! a pressing 
and urgent question. 

This conclusion is suggested by a comparison of the present 
depression in the cotton industry with the depressions which 
occurred periodically before the war. A consideration of the 
exports of cotton piece goods in the years 1888-1913 reveals the 
significant fact that abnormal changes in the proportions of 
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“greys” — the cheapest class of goods — are not to be found 
concentrated in either “ boom ” years or dc^pression ” years. 
This is clearly brought out if the “ boom ” years — 1890, ’94, ’99, 
1900, ’13 — are taken as one group and tlie “ depression ” years — 
1893, ’97, 1900, ’03, ’08 — are taken as another. 


Classification of Expojits of Cotton Piece Goods fro.’\i 
United Kingdom. 1888 -1913. 


Hoorn years 
Depression yeara 


Grey. 


FinishetL 


Total. 


30 

3S 


(U 

02 


101) 

100 


Before the war, therefore, ignoring the secular trend in tJie 
character of exports, there was no marked tendency for the 
years of poor trade to be years when exports of grey goods were 
abnormally reduced. This fact suggests that at that time 
depressions in the Lancashire cotton export trade were not due to 
competition. If they had been due to this factor a greater })ro- 
portionatc reduction in the exports of coarse goods might have 
been expected, since competition would first have made itself 
felt in tliat section of the trade. Tliat there was not this reduction 
is presumptive evidence that tlic pre-war depressions were mainly 
due to a general decline in demand which was spr(‘ad fairly 
evenly over goods of all types. Since 1914 competition has 
developed to an extent and ])owcr previously unknown, and its 
effects are seen in a decline of demand for British cotton goods, 
concentrated on the coarser and cluNiper t\ ])cs. 

It should not be assumed, however, that the competition of 
Japan, India and U.S.A. is allogethcr the result of the changes 
which have taken place since 1914. It is probable that some 
increase in the scope and severity of com])etition would have been 
witnessed even if the war had not occurred to produce the dis- 
organisation which gave rival textile industries fulhu* opportunities. 
The table on p. 42 indicates the growth of sf)indles and looms in 
India, Japan, Italy and U.8.A. in the years before and after the 
war. 

The statistics of spindles and looms may ])o supplemented 
by statistics of the consumption of raw cotton and of the pro- 
duction of yarn and cloth in India and Japan. 
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Estimated Numreh of Sftndles and Looms in India, Japan, 
Italy, U.S.AJ (1913 r=-. loo) 


Y ear. 

India. 

Japan. 

Italy. 

U.S.A. 


S]nndlos. 

Looms. 

Sf)indIiM. 

Looms. 

Spindles. 

Spindles. 

JiOOTHS. 

lllUj 

78 

53 

57 

34 



80 

83 

J!)10 

1)4 

88 

87 

73 

1)1 

00 

- - 


100 

100 

100 

100 

100 

100 

100 

11)20 

i(i:i 

127 

158 

201) 

08 

111 


1021 

104 

132 

173 

227 

1)1) 

114 

— . 

1022 

111 

M3 

187 

251 

loo 

1 115 


i()2a 

120 

15 4 

174 

25 4 

100 

IIG 

HO 

11)24 

120 

101 

202 

205 

101 

117 


J 1)25 

131 

— 

211) 

207 

104 

118 

— . 


^ Bas(‘d on figures : 

India ; Bombay Cotton Alill Owners’ Year Book. 

Japan Japan Cotton Spinners’ Association, Osako. 

Italy ; International Federation Master Cotton Siiinners. 
IJ.S.A. : Statistical .Abstract of U.S.A. Bureau of Census. 


Average Annual Production of Yarn and Cloth and 
CONSTT.MPTION OF CoTTON IN InDIA ^ 


Year. 

C’olton 

Constiinj)! inn, 
OOO’s ewt.s. 

J’rodnetion 
of Yarn, 

OOO’s cwts. 

Product ion 
of Clotli, 
Million lbs. 

1900- 4 . . . . 

5,0 12 

4,032 

110 

1905- 0 . . . . 

0,988 

5.729 

174 

1010-14 .... 

7,091 

5,773 

200 

1915-18 .... 

7,141 

.5,918 

348 

1920-25 .... 

7,242(0 

5,987 

404 


^ Statistics of Bombay Cotton Mill Owners’ Association. 11)20-24. 


Aveflvge Annual Production of Yarn and Cloth and 

CONSr.^IPTTON OF CoTTON IN JaPAN ^ 


Year. j 

Cotton 

Consumption in 
millions of lbs. 

Production 
of Yarn 
in thousands 
of bales. 

Production of 
Cotton Piece- 
goods in 

millions of yds.( '^ 

1905- 9 . . . . 

448 

948 

143 

1910-14 .... 

043 

1,360 

340 

1915-19 .... 

872 

1,867 

Oil 

1020-24 .... 

950 

2,032 

873 


1 Statistics of Jajian Cotton Spinners' As.soeiation, Osaka, 
t”) Snb-woik by spinners only. 
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From these tables it seems evident that the future of some of 
Lancashire’s markets for cotton goods was ])eing determined before 
the war. C rowth such as that in the industries of 1 ndia and J apan 
was bound sooner or later to affect tlie ])o.sitioii of the Lancashire 
cotton industry. \VhiI(‘, tlierefoi'e, increased comix'tition im- 
])resses as a new factor, its steady growth suggests tliat it is a 
permanent factor. 


IK 

During the past three years in the cotton industry prosperity 
has jostled imminent bankruptcy. Tlie incidence of the depres- 
sion has been unevenly spread over tlie different sections of the 
trade. It is impossible to determine exactly how far this is due 
to the varying capacities which the sections have shown in 
adapting themselves to post-war conditions, or how far it is the 
result of more fundamental differences. Available information 
suggests two or three causes of the varying degrees of economic 
pressure upon spinners, weavers, finishers and merchants. 

The decline in the total production of yarn and cloth must 
have affected to some extent all the sections. But the fact that 
the decline in production has probably been greater by volume 
than by value suggests that its effects will have been less seriously 
felt by those sections of the trade, e.f/. merchants, and other 
classes of dealers, whoso returns depend more upon values and 
turnover, than upon those sc^ctions whose returns dofK'nd more 
upon volume of output. The improved av(‘rago quality of pro- 
duction will, no doubt, have involved an increase in manufacturing 
costs, but it will also have involved the use of more expensive 
materials, and more expensive finishing processes. While all 
classes of goods have been atlocted by the decline in the volume 
of exports, “finished” goods have fared rather better than 
” unfinished ” goods. 

The “ Finislioi’s’ ” combines have tliroughout the depression 
made much higher profits than their average profits before the 
war. Attacks have from time to time been made upon the 
combines on the ground that their prices have been unduly 
increased, but there are many difricultios in the way of estimating 
tlie extent to which the attacks are warranted : available statis- 
tics can only be used with caution. Tn some cases the basis of 
charging for finishing lias changed since pre-war days; in other 
cases it is asserted that the quality of finishes has changed 
sulficiently to justify the increased prices. ^loreovcr, it may be 
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that the increased profits of the combines are due, not so much to 
an exercise of monopoly power, as to a discreet use of financial 
resources since 1014, coupled with a more appropriate utilisation 
of available plant. Whether, when all these arguments have been 
taken into account, the combines can still bo accused of unduly 
increasing their prices is one of the questions which the Balfour 
Committee, which has had evidence from all sections of the cotton 
industry, may be expected to answer. Certainly this section of 
the industry, w liich is j^eculiarly suited to the existence of com- 
bines, has ofiectively looked after itself. 

'.rnrning to the production of cloth in the grey, it is apparent 
that the more than proportionate decline in the export of coarser 
cloths will have fallen heavily on those areas in Lancashire which 
before the w’ar were engaged — either in spinning or weaving— in 
the production of these goods. Owdng to a tendency to depart 
from the extreme specialisation which existed before the war, the 
geographical distribution of the depression has been somewhat 
less definitely localised, especially in w^eaving, than might have 
been expected. Generally the Egyptian, the fine spinning section, 
has been in a better position than the American, the medium 
and coarse spinning section. The average monthly percentage 
unemployment figures, including short time, among spinners in 
Bolton — the centre of the fine spinning section — was only five 
between 1022-25,^ 

Directly comparable statistics for Oldham — the centre of the 
coarse spinning section — are not available, but in the same years 
the monthly average percentage of oj)crativc scunners “ on the 
funds,” i.e. losing more than three days' work per week, was about 
12-5 per cent. The Secretary of the Operative Spinners’ Associa- 
tion, who provided the figures, estimates that the proportion of 
time lost by his members between 1021-25 was not far short 
of 50 per cent.^ Similar differences are to be found as one passes 
from one area to another of the weaving industry. In Blackburn, 
where the principal product is coarse dhoo tics, the average monthly 
percentage of looms stopped was about 21 per cent, between 1922 
and 1925,^ wliilst in centres such as Colne, Leigh and Preston, 

^ Figures provided by tlie St‘erolary, Operative Cotton Si)iiiners’ Association 
for lust week in each month. For 1020 it is estimated tliat the production of 
the Kgyptian section w’us about 85 i)er cent, of its capacity and of the American 
section about 00 per cent. 

* This estimate is based on the percentage unemployment revealed by the 
fall in members’ subscriptions. 

* Figures provided by the Secretary, Weavers, Winders and Warpers Associa- 
tion, Blackburn. 
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where the finest goods are woven, the number of looms stopped 
throughout the depression has been insignificant. 

An exact comparison of the extent to which the weaving and 
the spinning sides of the industry have felt the depression would 
throw much light on the causes of the general decline. Nothing 
short of a general census of the industry would supply the com- 
parison; only little has been heard of the difficulties of the 
weavers, though it is known that they arc considerable. This side 
of the industry consists largely of private firms or private com- 
panies and its troubles are, therefore, not much aired in public. 
Further, its organisation is not so complete as that of the spinners, 
and no systematic plan of short time has been adopted as in the 
spinning section. The piling up of prior charges, which has taken 
place in the spinning section since the post-armistice boom, may 
have had its counterpart in the weaving in the decreasing personal 
wealth of the private owners of the numerous firms. So far as the 
volume of output is concerned, the fact that exports of unwoven 
yarn have fallen to a less degree than the production of yarn 
suggests that the production of cloth has decreased to a greater 
extent than the production of yarn. 

On the other hand, certain general considerations suggest that 
the weaving section may have suffered less loss than the spinning. 
Tlie increased use of artificial silk yarn is a partial explanation, 
since it tends to increase activity of looms while it decreases that 
of cotton spindles. The percentage of looms stopped in Black- 
burn, which town, as already noticed, must liave been severely 
hit by the depression, since it is largely confined to the weaving 
of dhooties, has not, in the circumstances, been remarkably high. 


Year. 

Percentage of looms 
stopped in Blackburn.^ 

1922 ' 

29 

1923 

20 

1924 1 

10 

1925 

15 


^ Figures for last Saturday in each inoiitli. Nunilicr of looms covcied 
apiiroximately 90,000. The number of stopped looms is a bef (er index of tlic 
stale of unemployment among weavers than uncinployinonl statistics, since an 
adult weaver, whose normal complement of looms is four, may be— in many 
cases — operating only two or three. 

Most significant of all, the weaving industry is not burdened by 
heavy fixed interest charges. The wholesale recapitalisation and 
refloatation movement was confined almost entirely to spinning 
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companies and did nol allcct to any groat extent weaving concerns. 
Therefore, in tliesc concerns, margins will pass directly to profits 
instead of being swallowed u[) by prior charges for debentures, 
loans and bank over-drafts. 

Certainly, declared dividends show a marked dilTcrence 
bct\^'ecn those spinning concerns which have been refloated and 
those which have not. 

IdlMDEXOS OF SfIXMNG CoMFANIES ^ 



Oi 

in. 'll Co.'.s. 

PiOi-o 

pitali-^cd Co.’s. 

R(' 

loatcd Co.’.*?. 

Yopr. 


Avera^a? 


Avcj'n;^*'' 


Avio'o^o 


AO. 

Jjividomi on 

Xo. 

T)i\ idend on 

Xo. 

Dividend on 


(if 

I'aid-up Shnio 

of 

paid -up Slia»'o 

of 

])aiil-u]) Share 


Co.’s. 

Cn))ital. 

Co.’s. 

Cajiital. 

Co.’s. 

Capital. 



Vvv cent. 


Pt'r c(‘nL 


Tor Lent. 

IDlM 

(;:) 

i;m 

X.l 


IDo 

2-1 


Of) 

S •'<>.) 

:u 

oi;i 

202 

1-3 


e.) 

4'4S 

.‘JO 

01 2 

2i»!) 

()'72 

11) LM 

0.') 

4-70 

30 

n-Hl) 

211 

()'7D 

1!)J5 

O.j 

13'2.5 

i 3o 

SGO 

212 

2-25 

lOl’G 

1)0 

DO 

31 

71 

213 

1-1 


1 Based oil information f<mtuiiiod in Aiumal Reviows of the Textile Trade 
piibli!:>hed by tlie Oldlunn Clironich’.. 


The argument that this table suggests is not completely con- 
clusive. Nevertheless, it lends su 2 ^])ort to the view that the present 
dilhculties in the eutton industry are most acute in that part of 
the spinning section which reiloated iti 1019-20. Unfortunately, 
about 40 per cent, of the sjundles in the industry were involved 
in either recapitalisation or refioatalion, and this is a suflicicntly 
large ])roportion to account for the widespread phenomenon of 
“ weak ” selling. The probability is that many of these refloated 
concerns must sell in order to meet fixed interest charges and 
consequently create dilhculties even for those concerns which still 
retain the designation of “ original ” eomj^anies. 

G. W. Daniels 
J. Jewkes 





A C0NTRn3lJTI()N TO TH13 THEORY OF TAXATION 

I'liE problem [ propo>o to tacklo is tins ; a <Tivcn rcvc]nir‘ 
is to be raised by proportionate taxes on some or all uses of income, 
the taxes on dilTerent uses being possibly at different rates ; how 
should these rates be adjusted in order that the decrement of 
utility may be a minimum? T jiropose to neglect altogether 
questions of distribution and considerations arising from the 
differences in the marginal iitilitv of money to different people; 
and I shall deal oiily Avitli a purely competitive system with no 
foreign trade. Further I shall suppose that, in Proh^ssor Pigou’s 
terminology, private and social net products arc always equal 
or have been made so by 8tate interference not ineduded in the 
taxation we are considering. I thus exclude tlie case discussed 
in Marshall’s Principles in which a bounty on increasing-return 
commodities is advisable. Xevertheless wc shall find tliat the 
obvious solution that there should bo no differentiation is entirely 
erroneous. 

The ei'fect of taxation is to transfer income in the first place 
from individuals to the State and then, in p;irt, back again to 
rentiers and pensioners, d'hese transfers will slightly alter the 
demand schedules in a way (le])euding on tlio incidcnc(^ of the 
taxes and the manner of their (expenditure. I neglect these 
alterations ; ^ and I also suppos(i that “ a given rev(.*nue ” means 
a given money revenue, money ” being so adjusted that its 
marginal utility is constant. 

This i)roblcm was suggested to mo by Professor Pigoii, to 
whom I am also indebted for help and encouragement in its 
solution. 

In the first part I deal with the perfectly general utility 
function and establish a result which is valid for a sufficiently 
small revenue, and takes a peculiarly simple form if we can 
treat the revenue as an infinitesimal. I prove, in fact, that 
in raising an infinitesimal revenue by proportionate taxes on 
given commodities the taxes should be such as to diminish in 
the same proportion the production of each comimxiity taxed. 

In the second part I assume that the utility function is 
quadratic, which means roughly that the supply and demand 

^ The outline of a more general treatment is given in the Ai)pemlix. 
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curves are straight liiies, but docs not exclude the most general 
posoibililics of joint supply and joint demand. With this assump- 
tion wo can show’ that the rule given above for an infinitesimal 
revenue is valid for any revenue which can be raised at all. 

In the third ])art 1 give certain important special cases of 
those general theorems ; and in part four indicate certain practical 
a])plicatioiis. 


Tart I 

(1) 1 suppose there to be altogether 7i commodities on which 
iiieomes arc spent and denote the quantities of them which arc 
produced in a unit of time hy riq, . . . Xn. 8omo of these 
commodities may be identical, sav^o for the jdace or manner of 
their production or consumption; e.g.^ we can regard sugar 
used in tea as a dilferent commodity fi‘om sugar used in coffee, 
airl corn grown in Norfolk as different from that grown in Suffolk. 
In order to avoid double reckoning we supi)use that these com- 
modities arc all either consumed or saved ; e,g., vve include 
household coal, but not industrial coal except in so far as an 
increase in the stock of industrial coal is a form of saving, so that 
this rate of increase can form one of our quantities x. The 
quantities . . . can be measured in any convenient different 
units. 

(2) Wc denote by u ~ . . . ;r«) the net utility of pro- 

ducing and consuming (or saving) these quantities of commodities. 
This is usually regarded as the dilierence of two functions, one of 
wliicli represents the utility of consuming, the other tlie disutility 
of producing. J3ut so to regard it is to make an unnecessary 
assumption of independence betw'ceii consumption and pro- 
duction ; to assume, for instance, that the utility of a hot bath is 
the same whether one does or docs not work in a coal mine. 
This assumption w^e do not require to make. 

(3) If there is no taxation stable equilibrium will occur for 
values of the a’s which make u a maxijnum. Let us call tliese 
\ alucs .lb . . . Xn or collectively the point P. Then at P 
we have 

0 r ~ . n. 

ZU H' dxrdx, is a negative definite form. 

}Sii]>pose now taxes are levied on the different commodities 


(At 

CXr ~ 

epu - 
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at the rates A^, A 2 . . . An per unit in money whose marginal 
utility is unity. Then the new equilibrium is determined by 


dll 

dxr 


= A.- 


r — . n 


• (1) 


In virtue of these equations wc can regard the A’s as functions 
of the x’s, which vanish at and satisfy identically 


0Ar _ % / \ 

dx, ~ 0U*r ’ \ dXfdXsJ 


Also the revenue H = ZXrXr. 

Wo shall always suppose E to be positive, but there is no 
a priori reason why some of the A’s should not be negative ; they 
will then, of course, represent bounties. 

(4) Our first problem is this : given E, how should the A’s 
be chosen in order that the values of the .r’s given by equations (1) 
shall make 7i a maximum. 

( 0 // 
wlierc Ar is ^ 

C\Vr 

Wc must have 


subject to 


0 chi HXrdXf for any values of chr 


0 clE I'Uxr + ITr. 

r s ( 


and so wc have 


X 


A, 


An 


y 0Aj 0 At 

s dx^ , ?.r2 


E 


zzf’ XrX, 
LX 


0A, * 

Lxs 

f C'Xti 


0 (say). 


(:i) 


(5) These equations determine values of the a:’s which are 
critical for u, and it remains to discuss the possibility of a plurality 
of solutions a 7 Kl to determine conditions under wliicli they give 
a true maximum. We shall show that if E is small (uiougli 
they will have a unique solution Xy x.^ . . . Xn, which tends to 
^ 1 , X 2 . . . Xn SiS E~^0, and that this solution will make 71 a true 
maximum. 

* E.g.yii u = — Mj (consumers’ utility — producers’ disutility) 

_ demand price of rth commodity •- supi’Iy price tax. 

CXr dXr dx. 

No. 145. — VOL. xxxvit. 


E 
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0A 

For, since d^u = ZS ^ dxidx, is negative definite at P, 

( “■ )” \ is positive at, and therefore near, P. Hence 

we can express the a;’s as functions of the A’s. The equations (3) 
then become 


Ar RMK • . • A«) r = 1, 2, . . . w. 

For the denominator ZZ~- XtXs is a negative definite form with 

CXr 

d'hi and so cannot vanish near P (and therefore also d>0). The 
tJacobian of these last equations with regard to the A's will tend 
to 1 as P tends to 0, and they will therefore have a unique solution 
Aj, . . . Ah which tends to 0, 0 ... 0 as P tends to 0. Hence 
the equations (3) have a unique solution tending to P as P 0. 

We have now to consider the conditions for a maximum 
which are obtained most simply by Lagrange’s multipliers. 

If we consider u + KR 


we should have ^ -f K = 0 

dXr CXr 

K. 

or 1 + K “ = - 0 if Q has the meaning it has in equations (3). 

u 

jr 0 

or = 

Then dhi —■ d}(u + ^ U ^ 


(calculated as if the variables x were independent ^), and in a 
sufficiently small neighbourhood of P we shall have 9 < any 

assigned positive constant and so d^u + ^ negative 

definite with dhi. Tliis establishes the desired result. ^ 

(0) Suppose now P and the A’s can be regarded as infini- 
tesimals ; then putting 

A, = zf' dx, 

» CX4 

equations (3) give us, using (2), 


* iSt’f, e.g., tlo la Vallcc Poussin, Cours tV Analyse, -Itli ed., t. 1, p. 119. 

- Clearl}'' also wc shall get a maximum at any point for which d'^R is negative 
.Mild 0 <\; i.c., if d^R is everywhere negative (3) will give a maximum for all values 
fif 0 up to 0 ~ ], which gives a maximum of R. This covers the case treated in 
Part II and so also any case approximating to that. 
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*7“ dXt 
s dXt 


-0 = 




- 0 < 0 


W 


and their solution is evidently given by 
dxi (lx 2 _ dxn 

~ Xn 

i.e., the production of each commodity should be diminished in 
the same proportion. 

(7) It is interesting to extend these results to the case of a 
given revenue to be raised by taxing certain commodities only. 
If the utility were the sum of two functions, one of the tax('d and 
the other of the untaxed commodities, it is obvious that our 
conclusions would be the same as before. Ihit in tlie general 
case the question is by no means so simple. 

Let us denote the quantities of the commodities to be taxed 
by aq . . . x^ and those not to be taxed by yi . . . !/n. 


If Ar — - then Ar is the tax per unit on Xr, 

CXr 

and if /xr = fir 0 (As and ft’s functions of a's and if a), 
^Vr 

also as before 

dXi ?/lr ClLs , eAr 


?Ar 

dXs 


_ C^l, , (’A 

^ • A — 

CXr Ci/s CUr th 


L'Xr 


(•">) 


dx/ Cy, djr’ cyi 

and wc have to maximise u subject to 

2J%Xr 11, fit 0, t = I, . . . m. 

r=l 

Wo have 

0 — dll — ZX/lXr 

0 dit = SMXr -I- !■ SSx,f‘<hj, 

r s T s t ^ 

0 = du, : = El^‘dxr + Ell'‘dyu, < . 1 )». 

' r dXr uCyu 

Solving these last equations (i/fo 0) for the t/y’s we obtain 

dijt ^x^rdxr (^) 

r 

n] 


(r 1, . . . 

1, . . . ml 

;ua ran teed by tln^ 
Whence 0 = c/iJ = EdxIXr 4 ExS’ h 2Ex. 

r \ i CXr St 


wliero X 

dxr u-icyu'^ 

(The possibility of solution is guaranteed by tln^ discriminants of 

8 t / 

k2 


dhi not vanishing 
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.*. instead of equations (3) we have 



It can be sliown that these give a maximum of with the 
same sort of limitations as equations (3) do. 

(8) And if the A’s are infinitesimal 


But 


Xr - 

, dx, ' t dy, 




y 


x«X- by (7) 

t u 


ivl" (by «y«.metr, since 


So X,-ay{| + rx.|),si 

and so equations (3') arc satisfied by 


since — 


0A.t _ 0/lt 


(lx I 


dXn 

Xn' 


I.C., as before the taxes should be such as to reduce in the same 
proportion the production of each taxed commodity. 

(9) Further than this it is difficult to go without making some 
new assumption. The assumption I propose is perhaps un- 
necessarily restrictive, but it still allows scope for all possible 
first-order relations between commodities in respect of joint 
supply or joint demand, and it has tlie great merit of rendering 
the problem completely soluble. 

I shall assume that the utility is a non -homogeneous quadratic 
function of the a;’s, or that the A’s arc linear. This assumption 
simplifies the problem in precisely the same way as wc have 
previously simplified it by supposing the taxes to be infinitesimal. 
We shall, however, make this new assumption the occasion for 
exhibiting a method of interpreting our formulae geometrically 
in a manner which makes their meaning and mutual relations 
considerably clearer. 

It is not, of course, necessary, nor would it be sensible to 
suppose the utility function quadratic for all values of the 
variables; we need only suppose it so for a certain range of 
values round the point P, such that there is no question of imposing 
taxes large enough to move the production point (values of the 



1927] A CONTRIBUTION TO THE THEORY OP TAXATION 


63 


flj’s) outside this range. If we were concerned with independent 
commodities, this assumption would mean that the taxes were 
small enough for us to treat the supply and demand curves as 
straight lines. 

Part II 

(10) Let u = constant + EarXr + EZprsXrX,, (pr» = psr), and 
let us regard the x's as rectangular Cartesian co-ordinates of 
points in w-dimcnsional space. 

The point P(^i, . . . Sn) is given by = 0, 

CXr 

and at that point 

d^u = 2SS^rsdxidx» is a negative definite form. 

UE^rxXrXs is a negative definite form, 

and the loci u ~ constant are hyper-ellipsoids with the point 
P for centre. 

Since Ar = = ar + (8) 

jR = IXrXr -= ZarXr -f ... (9) 

and the loci E -- constant arc Iiyper-ellipsoids with the point 
Q, whose co-ordinates are l.rg . . . for centre. 

(The equations for Q are those for P with their first degree 
terms doubled and their constant terms unaltered.) 

Moreover, the hyper-ellipsoids u ^ ■ constant, E — constant 
are all similar and similarly situated. The figure show's these 
relations for the case of tw’o commodities oidy. 

A? 



(11) If w'e are to raise a revenue p we must depress production 
to some point on the hyper-ellipsoid E = p.^ 

^ We can depress production to any point we please because the connection 
between the x'a and A’s is one-one. 
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To do this so as to make u a maximum we must choose a 
point on this hyper-ellipsoid at which it touches an ellipsoid of 
the family u ~ constant. There will be two such points which 
will lie on the line PQ : one between Q and P making u a 
maximum, the other between 0 and Q making u a minimum. 
For the point of contact of two similar and similarly situated 
hyper-ellipsoids must lie on the line joining their centres. Since 
the maximum of w is given by a point on OP we have as before 
that 

The taxes should be such as to diminish the production of all 
co7}i modifies in the sayne proportion. 

And this result is now valid not merely for an infinitesimal 
K'vcnue but for any revenue which it is possible to raise at all. 

The maxiTUum revenue will be obtained by diminishing the 
]U’oductiou of each commodity to one-half of its previous amount, 
/.e., to the point Q. 

(12) If in accordance with this rule we impose taxes reducing 

production from .r^, . . . Xn to (1 — ' (1 — k)J '2 . . . 

(i — l)x>u 

We get from (8) Ar ar -{- 2(1 — k)I!prixr, 

8 

but at P A/ -- 0, so that 0 — ar + 2E^nXr\ 

r 

therefore Ar — kar (10) 

i.e., the taxes should be in the fixed proportions A^ : Ag : 

: A/j : : : ag : independent of the revenue to be raised. 

Also P = EXXr -- k{\ — k)EarXri 

^ - ^k(l — k) X the maximum revenue (got by putting 
k ^ i). 

(13) Since k is positive it follows from (10) that the sign of 
Xr is the same as that of or, and unless the ar are all positive some 
of the Ar will bo negative, and the most expedient way of raising a 
revenue will be b}' placing bounties on some commodities and 
taxes on others. 

The sort of case in which this might occur is that of sugar 
and particularly sour fruits, e.g. damsons. A tax on sugar 
might reduce the consumption of damsons more than in pro- 
portion to the reduction in the total consumption of sugar and so 
require to be olfst't by a bounty on damsons. 

(14) We can now consider the more general problem : a given 
revenue is to be raised by means of fixed taxes . . . /xm on 
ni commodities and by taxes to be chosen at discretion on the 
remainder. TIow should they be chosen in order that utility 
may be a maximum ? 
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We have = /xj, . . . Am = firm hyperplanes (m — 1 
folds) whose intersection is a plane n — m fold which we will 
call S. S will cut the hypcr-cllipsoids u constant, R — con- 
stant in hyper-ellipsoids which arc similar and similarly situated 
and whose centres are the points P', and Q' in which S is met by 
the m-folds through P and Q conjugate to S in u c or R = c. 
As before the required maximum is given by the point of contact 
of two of these hyper-ellipsoids in S, Avbich must lie upon the 
lino P'Q\ 


Now the hyperplane A^ — fi^ or 
u c to the diameter 


du 

dx^ 


/Aj is conjugate in 


— Xo, x^ . . . Xn Xr,. 

Hence S is conjugate to the ?/i-fold 

Xm\^ = Xt'ik^t . . Xn Xn, 

and the co-ordinates of P' satisfy these equations, since they lie 
on this w-fold. 

Similarly the co-ordinates of Q' satisfy 

a’mn = . . . ‘T,, IXn. 

And so the desired production })oint lying on the lino P'Q' satisfies 

X.it f 1 Xin f 9 . X,i 

Xtn f 1 Xm -f Xn 

i.e., the whole system of taxes must be such as to reduce in the 
same proportion the production of the commodities taxed at 
discretion. 


Part III 

(In) I propose now to explain what our results reduce to in 
certain special cases. First supiiosc that all the commodities 
are independent and have their own supply and demand equations, 
i.e,, we have for tlic rth commodity the demand price 

Vr -= <l>r(Xr) 

and the supply price qr = /r(.rr). 

Ar - Vr “ qr - (l>r(Xr) ~ J,(Xr). 
?A 

and equations (3) become, since ~ 0, 

These ecpiations we can express in terms of elasticities in the 
following way. 
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Suppose the tax ad valorem (reckoned on the price got by the 
producer) on the rth commodity is fir, then 

Ar “ = IJ'rfr{Xr)t 

and (l>r{rr) == fr(Xr) + Ar (1 + pLr)fr(Xr). 

Xr{(l)r' (Xr) — f/ (Xr)} //(^r) ^ 

f ^ (x \ t 

now x/~' is the reciprocal of the elasticity of supply of the 

commodity reckoned positive for diminishing returns, and 

Xr'^~-T i« the reciprocal of the elasticity of demand, reckoned 
H^'r) 

positive in tlie normal case. 

ITenco if wc denote by pr and er the elasticities of demand and 
supply, 



pr 


(valid j)rovidcd the revenue is small enough, see § 6). 
For infinitesimal taxes 0 is infinitesimal and 




€n pu 


■ ( 12 ) 


i.e., the tax ad valorem on each commodity should be proportional 
to the sum of the reciprocals of its supply and demand 
elasticities. 

(16) It is easy to see 

(1) that the same rule (12) applies if the revenue is to be 
collected off certain commodities only, which have supply 
and demand schedules independent of each other and all 
other commodities, even when the other commodities are 
not independent of one another. 

(2) The rule docs not justify any bounties ; for in stable 

equilibrium, although ~ may be negative, ^ + - must be 

€r pr €r 

positive. 

(3) If any one commodity is absolutely inelastic, either 
for supply or for demand, the whole of the revenue should be 
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collected off it. This is independently obvious, for taxing 
such a commodity does not diminish utility at all. If there 
are several such commodities the whole revenue should bo 
collected off them, it does not matter in what proportions. 

(17) Let us next take the case in which all the commodities 
have independent demand schedules but arc complete substitutes 
for supply ; ^.e., with appropriate units the demand price 

Pr <jyr{Xr), 

the supply price qr - - /(.r^ + ‘^'0* 

Let us put Z — .Tj -1' -|- 

We can imagine this case as that of a country in wliieh 
all commodities are produced at constant returns ])y the applica- 
tion of one kind of labour only, the increase in the supjdy price 
arising solely from tlic increasing marginal disulilily of labour, 
and the commodities satisfying independent needs. 'J'licn z 
will represent tlic amount of labour. 

Equations (3) give us 

-O-.-. 

a-, f '(.!•,) - zf{z)' 

Or if ftr represents the tax ad valorem and pr the elasticity of 
demand for the rtli commodity and € the elasticity of supply of 
things in general, wo get, by a similar process to that of § 15, 



pr 


If the taxes are infinitesimal we have 

= = -^0 ... . ( 14 ) 

+ 

pr € 

In this case we see that if the supply of labour is fixed (abso- 
lutely inelastic, e 0) the taxes should be at the same ad valorem 
rate on all commodities. 

(19) If some commodities only are to be taxed it is easier to 
work from the result proved in § 8 for an infinitesimal revenue, 
that the production of the commodities taxed should be diminished 
in the same ratio. 

Suppose, then, , Xm arc to be taxed, . Xn 

untaxed. 

Let dx^ = — dx,,. — kxm. 
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Let -j- 3^2 -j~ . . . -f* X,n 

z'^ -- -|~ . . . + .Tw. 

Ai 4- dx^) - zf{z + dz) 

--- <t^xU\W,-r(z)dz. 

k dz k dz 

Pi ze’ ' pm €Z' 

^ dz - dz' -^l-dz" - - kz' +dz'\ 

dx,n 1 1 dz 

I 0 “ — — . 

Pm\\X,n\-l 

dx,r, |.i dx ,„ , 0 _ dxn _ dz __ dz" __ 

P/;( < 1 P!n]‘2^int2 pnXn iZ 2j"prXr €Z 

I 

Z"'Xr 

’^ip] + 


kz' 

-f” E^'pA'r 

m f 1 


As befru'c wo soo that of two commodities that should be 
taxed most whicli has the least elasticity of demand, but that if 
the supply of labour is absolutely inelastic nil the commodities 
should be taxed ccpially. 


Taut IV 

(20) We come now to applications of (mr theory ; these cannot 
be made at all exactly without data wdiich T, at any rate, do not 
])oss('ss. The simplest re sult is the one which we have proved 
in the gcmeial ease for an inlinitesimal revenue (§ 8); this means 
that it is apj/Voximately true for small revenues, and that the 
aj>proximation a 2 )])roaehes perfection as tlu^ revenue approaches 
zero. It is thus logically similar to the theorem that the period 
of oscillation of a j'.endulum is iiuh'pendent of the amplitude. 
W'e liave also extended the result to any rc vcmuc^ which docs not 
take the ])roductlon point outside a region in whicli the utility 
may be taken to be quadratic, i.e., the .supply and demand 
schedules lincai’. 

The sort of eases in which our theory may he useful arc the 
followiug : 

(21) (^/) If a commodity is produced by several different 
methods or in several different idaccs between which there is no 
mobility of resources, it is shown that it will be advantageous to 
discriminate botwa'on them and tax most the source of supply 
which is least clastic. ]<"or this will be necessary if w^e are to 
maintain unchanged the }>roportion of production between the 
two sources (result analogous to § 19 with supply and demand 
interchanged). 
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(b) If several commodities which are independent for demand 
require precisely the same resources for their production, that 
should be taxed most for which the elasticity of demand is least 

(§ 19 ). 

(c) In taxing commodities which are rivals for demand, like 
wine, beer and spirits, or complementary lik(^ tea and sugar, 
the rule to be observed is that the taxes should be such as to 
leave unaltered the proportions in which they arc consumed 
(§ 14). Whether the present taxes satisfy this criterion I do not 
know. 

(d) In the case of the motor taxes wc must separate off so 
much of the taxation as is offset by damage to the roads. This 
part should be so far as possible ecpial to the damage done. 
The remainder is a genuine tax and should be distributed 
according to our theory; that is to say, it should be placed 
partl}^ on petrol and partly on motor cars, so as to preserve 
unchanged the proportion between their consumption, and should 
be disti'ibutcd between Fords and Morrises, so as to rt‘ducc their 
output in the same ratio. The ^^rcsent system fails in both these 
respects. 

(22) (e) Another possible application of our theory is to the 
question of exempting savings from income-tax.^ We may con- 
sider two uses of income only, saving and s])cnding, and sup- 
posing them independent wc may use the result (III) in § 17. 
Wc must sui'-posc the taxes imposed only for a very short time - 
and that they raise no expeetalion of similar taxation in the 
future; sineo otherwise we require a mathematical theory con- 
siderably more dillieult than anything in this pa])er. 

On these assumptions, since the amount of saving in the very 
sliort time cannot be suflicient to alter appreeiably the marginal 
utility of ea])ital, tlie elasticity of demand for saving will he 
infinite, and we have; 

/tj, (tax on spending) 

Pi 

(tax on saving) -- ^0, 

and wc see that income-tax should be })artially but not wholly 
remitted on savings. The case fca* rcmisj^ioii would, however, 



^ Xo nerount is taken of graduation in this. 

Strictly, wc consider the limit o.s this time tends to /.cic. 
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be strengthened enormously by taking into account the expecta- 
tion of taxation in the future. 

(23) It should be emphasized in conclusion that the results 
about “ infinitesimal ’’ taxes can only claim to be approximately 
true for small taxes, how small depending on data which arc not 
obtainable. It is perfectly possible that a tax of 500% on whisky 
could for the present purpose be regarded as small. The unknown 
factors are the curvatures of the supply and demand curves ; if 
these arc zero our results will be true for any revenue whatever, 
but the greater the curvatures the narrower the range of “ small 
taxes. 

On the otlier hand, tlic more complicated results contained 
in equations (3), (3'), (11), (13) may well be valid under still 
wider conditions. But these are, in the general case, too com- 
plicated to be \Yorth setting down in the absence of practical 
data to compare with them. 


APPENDIX 


We can also say something about the more general problem 
in which tlie State wishes to raise a revenue for two purposes ; 
first, as before, a fixed money revenue, /?i, which is transferred 
to rentiers or otherwise without effect on the demand schedules ; 
and secondly, an additional revenue, Kg* suQlcicnt to purchase 
fixed quantities, u-i, ofgv • • of each commodity. 

Let us denote by pr, qr, as before, the demand and supply 
prices of tlie rth commodity, and the tax on it by Ar. Then if 
Xr is the amount of the rth commodity consumed by the public 
(or by the State out of Kj), Xr + is the amount produced, and 
we have 


= Ar = • • •» ^^0 ^'■(^1 "1“ ^2 * • •> 

d ■ Kg AAr.Tr, Kg — 2j(lrqr ] 

so that u is to be a maximum subject to 

AArTr — 2J(trqr — Kj ~ constaut, 

Ar /I 


whence 


At 


0A. 


3 OXr 

Xr 


■ Udi 


dqs 

CTr 




: 9, which replace equations (3). 
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Although these equations do not give such simple results as 
we previously obtained for an infinitesimal revenue or a quadratic 
utility function, in the cases considered in § 15 and § 17 they lead 
us again to the equations (11) and (13). 

For, taking the case of § 15, in which the commodities are 
independent both for demand and supply, and, as before, denoting 
by /ir the rate of tax ad valorem on the rth commodity and by 
pry €r its elasticities of demand and supply for the amounts Xry 
jTr + Or respectively consumed and produced by the public, we 
have 


Xr ^ ttr 


— ^ — 

dqr 

d(Xr + ar) 


' ■ " ■y " = 6 

Xf dpr 

q/dx. 


or 


tL = 9 

pr 


whence /x,. = 



which is equation (ll) again. 


And we 


can similarly derive equation (13) from the assumption of inde- 
pendence for demand and equivalence for supply. 

F. P. Ramsey 



THE PAN-EUROPEAN ■'.lOVEMENT 

Europdische ZoUunion : Ikilrdge zit Problem und Ldsung. Edited 
by Dr. Hanns Heimax. (Berlin : Verlag von Reimar 
Mobbing. 102G. Vp. 27S.) 

Die Vercingfm Elaaien von Enropa. By Wladimir Woytinsky. 
(l^crJin : J. N. W. Dietz Nachfolger, 102G. Pp. 186. 4 m.) 

VisiTixo Oermany in tlie autumn of 1021, for the purpose 
of forming independent o])iiiions of tlic existing condition of 
tljings and of tlic outloolv there, and incidentally of commending 
to the German official, industrial and banking world tlic idea of 
tlirowing down all caistoms barriers, at a time so peculiarly 
favourable, in \irtiic of reciprocal agivcments with other Euroj)ean 
countries, it was a })leasant surprise to find the latter suggestion 
welcomed not only l)y leading representatives of the economic 
world, but in Government circles. The late Herr Walther 
Rathenau, then i\Iinister for Economic Policy, in particular 
assured me tliat ho W’as quite ready for a new departure on 
the lines indicated. On returning home I made knowm in a 
leading daily journal lliis unlooked-for cliange of attitude, and 
also communicated it to the head of the Government. As a 
matter of course nothing wais done on our part to meet overtures 
ap])arently so promising. Why should leaders of opinion in 
this country troidilo about what is being thought and said in 
other countries? \Miat are such leaders for except to follow 
public movements always at a safe distance ? The question 
whether timely response would have checked the later wdde- 
.s])rcad orgy of higli-])rotcctionism is, of course, a debatal)le 
one. The fact remains, however, that continental countries 
are to-day more tariff-bound than ever before, wdiile W'e have 
retaliated, not unnaturally, by adopting, and in part acting 
u])on, the principle, “Buy only British.” 

Nevertheless, the simultaneous appearance in Berlin of the 
books named above is a sign that a current of o])inion favourable 
to freer commercial intercourse is steadily running in Germany^ 
though it is jjfobable that its source is as much political as 
ceonomic. The idea of a Gentral European Customs Union goes 
back in that country for the greater part of a century. It had 
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been an article of the Pan-Germanist creed long before Dr. 
Friedrich Naumann, spurred by the London Resolutions, gave 
to it more definite form during the Great War. To-day Germany 
is “ speaking European ’* to some purpose, for the Customs 
Union desired by many of her ideologists, and more generally 
by the peace party, is one which shall embrace the entire 
Continent. That is the idea underlying the Pan-European 
movement inaugurated largely under the influence of Count 
R. N. Coudenhove-Kalergi, whose first meeting was held in 
Vienna early in October and was attended by delegates from 
almost every country in Europe. 

The two books before me approach this subject from different 
standpoints. The larger one, Europdische Zolhmion (“ E.Z.U.”), 
is a collaboration by some twenty contributors of recognised 
authority as political economists, politicians or social reformers. 
Its object is less propagandist than expository, and the editor 
is fairly justified in his claim that the general treatment of this 
highly controversial problem here offered is objectively critical,” 
thougli the writers favourable to the idea of a European Customs 
Union naturally make the most of their case, and the special 
interests of Germany are throughout kept well in the foreground. 
Among the more constructive contributions are those of Dr. 
Theodor Ileuss on “ The Influence of War and Peace on the 
European Problem,” Dr. Heinrich Sclinee on “ The European 
Customs Union and German Economic Foreign Policy,” Economic 
Councillor Max Cohen on “ Protective Duties and Free Trade 
inside and outside a Euroi)can Customs Union,” Dr. August 
Muller on The European Customs Union as a Social Demand,” 
and Herr Richard Riedl on “ Possible Ways to a European 
Economic Partnership ” ; while the negative or severely critical 
standpoint is taken by Dr. Franz Eulenburg (“ Against the Idea 
of a European Customs Union”), Dr. Alfred Weber (“Europe 
as a Centre of World Industry and the Idea of the Customs 
Union ”), and Dr. Gustav Stolper (“ 8tate — Nation — Economy ”). 

In judging the prospects of a project so ambitious as this it 
is of far greater importance to take full account of tlie difficulties 
and objections which will have to be faced than to emphasise 
merits and advantages. Adopting this attitude, Dr. Stolper, 
in a thoughtful and searching paper, candidly faces the root 
difficulty, setting out from the postulate that a Union of the 
kind purposed involves certain far-going presuppositions affecting 
high State policy ; for, far from being a mere measure of mercan- 
tile policy, it will intimately affect the entire political structure 
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of Europe. He reminds the advocates of E.Z.U. that what they 
really propose — whether they know it or not—is the radical 
transformation, and even abandonment, of the modern concep- 
tion of the State, the deliberate weakening of the nexus of 
nationality, and the conversion of the existing autonomous 
political territories of Europe into provinces of a sort of super- 
state, or at best of a federation in which their identity, inde- 
pendence, and economic liberty will be in large degree lost. He 
bids them remember, therefore, that however strongly economic 
considerations may seem to speak for customs unity, the scheme 
will stand or fall by the test not of economic but of political 
arguments. He also wisely warns impatient Pan-Europeans 
that the frequent appeals to the example of the United States 
of America are ap])eals to a false analogy, and that the con- 
clusions draAvm therefrom can hardly fail to obscure counsel and 
be misleading. Altogether this chapter is an excellent piece 
of common sense, though, as is the way Avith all reasoning from 
fact as opposed to sentiment, it will come as a cold douche to 
tlio dreamy pliantasist, whose spiritual home is amongst tlio 
clouds. 

It might seem, indeed, tliat no time could be less favourable 
to such a sclicmo than the present, seeing that, as a consequence 
of the Great War and the resulting territorial readjustments, 
the tide of national feeling and passion runs more strongly, both 
in old and new fitates, than ever before within living memory; 
while, as so often after past great military convulsions justified 
in the name of lil’orty, liberal ideas in most countries are for 
the moment under a shadow. As an illustration of the tremend- 
ous upheaval which the creation of a European Customs Union 
would involve, let the reader take this one fact, or accept it as 
such on the authority of Dr. Arthur Blaustein, who winds up 
the volume wdth a useful collection of pertinent statistics. Before 
the war there were in Europe 26 States, and now there are 35 ; 
there Avere 26 customs areas against 38 to-day, and the 13 cur- 
rencies have become 27. To convert diversity so great into any 
sort of unity would bo a superhuman task, and the superman, 
God be thanked, is as dead as the dodo. Nor is it certain that 
with the introduction of the E.Z.U. the communities affected 
Avould benefit materially to the extent that some writers predict. 
While such a union would introduce free trade within the pre- 
scribed customs area, the effect both for the home market and 
the outer world would simply be that a multiplicity of fiscal 
barriers would bo replaced by a vast, far-spreading circle of 
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ramparts, possibly far more formidable than any that exist at 
the present time. Nevertheless, such is the faith which the 
E.Z.U. idea inspires, that one of the chapters of this book elabor- 
ates a complete system of taxation to apply to Europe as so 
reconstituted, while another explains how the coinage and the 
existing transport system — land, river, and sea -are to be unified. 

A further fact which is bound to hold back the Pan-European 
movement as applied to economic policy is the conflict of opinion 
which prevails as to what sliould be the extent of the proposed 
amalgamation. Should it comprehend tlui whole of Europe, or 
should Great Britain and Russia be left outside ? Several of the 
writers of this book, like Count Coudcnhove-Kalergi himself, 
adopt the latter view, tliough it is fair to add that the proposed 
exclusion of this country is due not to hostile feeling, but to 
recognition of the obvious impossibility of separating Great 
Britain from the vast extra-European Km[)irc of which she is 
the centre. Nevertheless, even those who favour a comijination 
from which this country would be excluded appear to be pain- 
fully conscious of the difliculties which a policy of exclusion 
would entail. No wTiter makes this fact clearer than Dr. Franz 
Eiilcnburg, wdio points to Europe’s far-going economic, depend- 
ence upon tropical and other territories under British rule, and 
to the fact that exclusion w^ould inevitably strengthen the pro- 
tectionist movement both in Great Britain and the Dominions, 
and lead and even compel the Empire to close its doors more 
than ever to the rest of the w'orld. He even regards as a hollow 
pretence the plea that a purely continental block “ would not 
be aimed against England.’' Whether aimed deliberately or 
not, he says, England would be its principal victim, seeing that 
about a third of her import and export trade is done with conti- 
nental Europe. Dr. Eulenburg is no doubt right, though there 
is tlic less need to press the objection against tlic exclusion of 
Great Britain from any possible European (kistoms L'liion, 
since she is no more likely to wish for admission than Holland, 
Scandinavia, Switzerland, or (in all probability) Germany her- 
self. It is even probable, as Dr. von Koerner points out in his 
chapter on the territorial a.spcct of tlie question, tliat the same 
Imperial considerations which would keep Great Britain out 
w^oiild apply equally to France, if, indeed, not more so, in view' 
of the fact that the French colonics, as provinces, form in fiscal 
matters an integral part of the mother (iountry. 

It will be seen that Eiirojiliische Zoll union is an extremely 
interesting piece of w'ork, in which many clever hands have 
No. 145. — VOL. XXXVII. 
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co-operatcd, though most English readers will be disposed to 
class the E.Z.U. with those notions of which the late Eugen 
Richter, that gallant defender of losing causes in Germany — 
the last of the die-hard individualists and “ Manchester men — 
used to speak as “ music of the future.” Still, however far out 
of reach or even sight this all-embracing fiscal union may be, it 
does one good in these dull days to spend an hour or two with 
courageously speculative writers who are not afraid of taking 
long views. 

The volume which is here associated with Dr. Heiman’s 
symposium may be dealt with more briefly. Die Vereingten 
Staaten von Eiiropa is one man's work, and it puts forward the 
Socialist case for the formation of a European Customs Union, 
not as an end in itself, but as a first step towards the constitution 
of a political complex to be called the United States of Europe.” 
It is a forcible call to “ the democracies of Europe ” — democracy 
here meaning the Labour party — to use while they may the 
opportunity now afforded by conditions of relative tranquillity 
for creating such an international status as will conciliate antagon- 
isms and so prevent future armed strife. The writer recognises 
that solemn treaties and protocols, obligatory courts of arbitra- 
tion, and reciprocal disarmament conventions will alone be 
unable to effect this end, and that relief must be sought in the 
drastic removal of the economic causes which have provoked 
most of the wars of the past. “ The true guarantee of peace,** 
ho says, “ lies in the economic union of the nations.** Accord- 
ingly he not only wants a European Customs Union which shall 
comprise Great Britain and the whole of her dominions, but he 
wants it now : his motto is “ Pan-Europe in our day.’* So 
urgent is the need, that Woytinsky has worked out a scheme 
of federation complete in every detail, and only wanting the 
button to be pressed in order to prompt its operation. This 
scheme, we are asked to believe, will not fail to assure to our 
cantankerous old Continent universal harmony and settled peace. 

Woytinsky differs from Coudenhove and many other Pan- 
Europeans in that he would take in both Great Britain, with all 
her territories, and Russia, and even more fundamentally in 
regarding a European Customs Union as only a first step to 
political federation, and that in turn as a step towards universal 
free trade. Europe, ho holds, is already over-populated, and 
no longer able to feed itself, so that access to outside markets, 
for the exchange of its manufa-ctured goods for corn and raw 
materials, is increasingly imperative. His ideal, therefore, is 
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the formal pooling of the whole world’s economic resources, 
presumably on the Socialistic principle of each State according 
to its needs. 

It is impossible to criticise unkindly a book like this, since its 
author means so well and is in such deadly earnest. Yet a little 
less nagging at “ capitalism,” “ capitalistic economy,” and the 
ruling classes ” might have made its pages more acceptable to 
readers who, though not Socialists, are deeply concerned about 
the world’s happiness and peace, and the right methods of pro- 
moting these great blessings. Woytinsky is conscious that his 
scheme will encounter opposition, but he refuses to recognise 
any insuperable difficulties; and the confidence with which he 
punctuates his text with phrases like “It is quite indubitable ” 
(when it is just the reverse), “ There can be no question ” (when 
nearly everything is questionable), and “ No special difficulties 
exist ” (when the number of them is legion) is singularly refresh- 
ing, though far from convincing. It is true that in one place he 
concedes that “ one must be clear at the beginning that the way 
to European unity will be long and difficult ” (this admission, 
by the way, comes almost on the last of his 180 pages), yet it is 
equally clear that he himself has no doubts or misgivings. He 
is the more dogmatical since, having no further use for a “ capital- 
istic ” society, he addresses himself ostentatiously to his fcllow- 
Socialists of the active Labour Movement, being convinced that 
they will best appreciate and most readily accept his ideas, which 
is likely enough. 

Woytinsky ’s great defect is his doctrinairism. He falls into 
the common error of social enthusiasts in that he mistakes visions 
for realities, and supposes that all that is necessary to the realisa- 
tion of vast projects of social regeneration is to formulate attrac- 
tive and theoretically perfect plans and invite the world to 
accept them. But in social reform, as in architecture, the great 
test of practicability lies not in the designing but the building. 

One feature of the book deserves warm commendation. It 
is the large mass of statistical tables and other data here assembled, 
for these present a systematised conspectus of the economic life 
and commercial relations of the entire civilised world, and their 
collection and arrangement must have entailed an enormous 
amount of labour. 


William Harbutt Dawson 



RURAL SCOTLAND DURING THE WAR 


Rural Scotland during the War. By David T. Jones, C.B.E., 
Joseph F. Duncan, U. M. Conaoheu, and W. R. Scott. 
With an Appendix by J. P. Dav and an Introduction by 
W. R. Scott. (Economic and Social History of the World 
War, British Series. Oxford University Press. 1926. 
I2s. Gd.) 

The difficulties confronting the editor of a work like Rural 
Scotland during the War are almost awe-inspiring. Agriculture 
is far from being a single, homogeneous industry, and Scotland 
is far from being, agriculturally speaking, one single country. 
Professor W. R. Scott is certainly to be congratulated on the 
success with which ho has partly laid on one side the difficulties 
and partly surmounted them. Contributions arc made on aspects 
of agriculture by Professor Scott, Mr. H. M. Conacher and Mr. 
J. F. Duncan, on Fisheries by Mr. D. T. Jones, and (in Appendix) 
on the Jute industry by Professor J. P. Day. They are all 
eminently Cj[ualificd to deal with their subjects. 

The book will certainly appear incomplete as a work of 
reference on war conditions, but it contains a good picture of 
the normal conditions of agriculture. It is possible that the 
most value will be got from the outlines of rural life as it was 
in pre-war days and as it now is (remarkably little changed by 
the upheavals of the period of the war). There is no compre- 
hensive study of Scottish agriculture in the twentieth century, 
and Rural Scotland during the War will provide a useful sketch 
until some such work is forthcoming. Lack of space undoubtedly 
accounts for the fact that the work is provokingly only an outline. 
One feels that a little more detail concerning war-time market 
conditions and the work of the Agricultural Committees would 
have done more to meet the purpose of the “Economic and 
Social History of the World War Series.” More discussion, too, 
of permanent effects of war conditions on the organisation of 
agriculture would have been useful. In several ways, both 
Professor Scott and Mr. Conacher hint that there have been no 
j)ermanent influences worthy of note. Surely this fact in itself, 
if true, is worth some discu.ssion. An industry which it was 
always thought only lacked capital and stimulus to make it 
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advance by leaps and bounds ought to have got that new life 
from war conditions. Many economic problems of agriculture 
would have raised themselves in the course of discussion on this 
point. 

The second chapter of the Introduction (after the first few 
paragraphs) will be read as a unique and delightful sidelight on 
war. Professor Scott refers chiefly to that very large part of 
Scotland beyond the Caledonian Canal, unknown even to Low- 
land Scots except as a sight-seeing and sporting territory. With 
a few strokes of the essayist’s rather than the economist’s pen, 
ho gives us a glimpse of Highland life. “ One remembers very 
vividly,” he says, “ the picture of local conditions presented by 
a fine old Highlander who lived at Coiagh in Ross-shire. . . . 
This old man was one of those who thought in Gaelic and who 
expressed himself in English in the sonorous language of the 
Authorised Version of the Bible. One realised the isolation of 
the people when he spoke of the small village of Ullapool as a 
‘ great city,’ and it had marked the extent of his wanderings to 
what town-dwellers would bo inclined to call civilisation — to him, 
in his picturesque imagery, it was as the ‘ land of Goshen.’ He 
described the war as the time ‘when the mantle of darkness had 
descended on the land,’ and it turned out that this was not mere 
poetic simile but a literal description of what had happened in his 
township, since all through the previous winter the people had 
had no artificial light owing to there having been no calls by 
steamers to land oil” (pp. 18, 10). Or again: “In the early 
winter of 1914, reservists were joining one of the Highland 
regiments. The men trickled in at most of the stations in 
Caithness, and they became more numerous as the train entered 
Sutherlandshire. As the short winter day closed in, snow began 
to fall; and as the train wound through the valleys, all the 
houses were lit up, and the people stood at their doors waving 
torches and chanting a high-i>itchcd battle song. Except for the 
railway, nothing was changed. It w'as thus all through the ages 
that the clans had mustered, and it w'as thus that the women, 
the grandfathers, and the children had sent their men to war.” 
There are many glimpses of the silent, remote sutfering of the 
Highlands whicli lends great contrast to the feverish excitement 
of the cities during these years. 

In the contribution on Scottish Land Settlement, the reader 
has to deal with Hr. Scott, economist again, minutely analysing 
the problem of the crofting areas and small-holding administra- 
tion, weighing every pro and con, never ignoring the influence 
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of emotion and sentiment, no matter how blindly these may 
defy economic reasoning. Highland land settlement is no mere 
academic problem, any more than the crofter’s “ land-hunger ” 
is a mere literary phrase. The situation demanded attention 
even before 1884, but on that date a Commission reported on 
the Highlands and Islands. The scheduled congested counties 
have been under special administration ever since, first by Com- 
missioners until 1897 ; then by the congested Districts Board 
until 1911, when the Scottish Board of Agriculture and the Land 
Court (both constituted by the Land Settlement Act of 1911) 
took over administration between them. The Board and the 
Land Court, it should be noted, covered in their administration, 
not the congested counties alone, but the whole of Scotland. 
The Board has not been able to meet, even half-way, the 
demand for holdings. “ By the end of the first nine months of 
its existence, namely, by December 31, 1912, the Board had 
received 5,352 applications for enlargements of existing holdings 
and for new holdings.” The following table, made up from 
iVofessor Scott’s figures, shows the situation in the briefest 
form. 


Table I 

Number of Applications for New or Enlarged Holdings 


Year, 

Highland Count ios. 

Other Counties. 

Total. 

1912 

4,002 

000 

5,352 

1921 

Civilian 4,2531,, 
Kx- 80 ivico 3,714/ 

2,392 ^ . mgif 
2,400/ 

I’m) *2.759 


By the end of 1923, only 2,275 new holdings had been made 
available, which shows that after eleven years there had not 
been as many holdings created as would satisfy even the first 
year’s demand. The situation gives rise to much criticism of the 
Board. Professor Scott discusses their administrative difficulties 
fully, ex-service complications, dearer materials, and, most difficult 
of all, dearer capital. 

It is Mr. H. M. Conacher’s arduous task to cover in less than 
sixty pages (exclusive of appendices) the whole area of food 
production in war-time, combining with it a sketch of pre-war 
agricultural organisation in Scotland and a review of war influences 
down to 1923. Apart from the multitude of varying conditions 
and systems of farming in Scotland, which make a general out- 
line difficult, it is impossible, owing to the very many respects 
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in which Scotland differs from Engknd administratively, to leave 
much to be inferred from Sir Thomas Middleton’s Food Production 
in W ar, Mr. Conacher points out that Scotland was less radically 
upset by war needs than was England. The reasons for this 
are interesting. When more land was required to be brought 
under the plough, the standard set was a ratio of arable cultiva- 
tion in 1888. Scotland had declined in arable cultivation only 
10 per cent, from 1888, whereas England had declined 25 per 
cent. Scotland did not grow any more cereals or roots during 
this period, but, instead of laying down grass to permanent 
pasture, the farmers of Scotland kept more land under temporary 
or rotation grass. This proved a more flexible method, because 
there is much less loss involved in breaking up several acres of 
rotation grass a year or two years before it is exhausted than 
there is in breaking up a well-sown field of permanent pasture. 
The advantage of the more flexible system was gained by the 
Scottish farmers during the war and after. A second reason lay 
in the fact that Scottish fat stock farmers deal, as a rule, in the 
best English market. That market is to a very large extent 
independent of foreign competition, and therefore that trade was 
only indirectly influenced by the virtual elimination of foreign 
competition during the war. The dairy herds of the west and 
south-west, being mostly Ayrshires, were never in any great 
danger of being sacrificed to the soaring meat market, because, 
as a breed, they fatten very poorly. A further fact in Scotland’s 
favour lay in the handling of the labour shortage. Scotland had 
been experiencing a considerable shortage even before the war. 
Wages were always higher, too, than in England. The farmers, 
therefore, had learned, by experience, to make the very best use 
of scarce and comparatively dear labour. 

Whether or not the farmers of Scotland, for these among 
other reasons, were levss disorganised by the war, Mr. Conacher 
does not seem to think that many permanent changes in the 
organisation of agriculture have resulted from the war, that he 
agrees to some extent with Professor Scott’s implication that 
“ war economy of all kinds is not permanent,” is clear from the 
statement that “ one may be well disposed to doubt whether the 
war has made any great difference to the future of Scottish 
agriculture.” 

There is no indication of permanent adjustments in the pro- 
duction or sale of meat or wool, or in the production of milk. 
With regard to the sale of milk, while nothing has resulted from 
the war like the great expansion of the United Dairies in the 
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London area, yet there has been some movement towards cO' 
ordination, in the way of larger wholesale organisations, some 
of them farmers’ co-operativos and some of them branches of 
Industrial Co-operative Societies. The latter have attained so 
much importance in tlie Glasgow and West of Scotland area in 
recent years that the reviewer has heard it suggested that they 
control two-thirds of the milk trade. The chief effects of this 
movement on the dairy farmers are the collective bargaining to 
fix the periodic milk prices, and the more suitable collection of 
milk from the farms. The hours of labour on the dairy farms 
have been changed for the bed-ter on the latter account. 

One striking statement by Mr. Conachcr provokes thought. 
“ The likelihood of new departures and experiments being made 
in the near future is lessened by the fact that for some time 
to come it will bo difficult for new men to come into farming. 
The high prices of stock and equipment have given the men in 
possession a great pull -and in Scotland the farmer has always 
had to be a man with considerable capital. This enthronement 
of the existing farmer — who is often a pluralist farmer — on the 
land will only be made firmer by the j)urcha‘-o of holdings by the 
tenant occupiers such as has become common in the last few 
years.” There will most certainl}^ be a difference of opinion on 
the point whether this is a menace or not. Men with capital and 
organising ability will not be debarred from entering the industry, 
and if tlicy Jack the necessary knowledge, that can be hired. 
Clissold may yet turn to agriculture. The situation, however, 
closes the industry to two classes wdio might bring new virility 
to it, namely, the capable farm servant and the scientifically 
trained youth with practical knowledge, such as our agricultural 
colleges are turning out and can find no use for. 

Mr. J. F. Duncan’s contribution to the volume is interesting 
chiefly for, first, the brief but illuminating sketch of farm servants’ 
conditions in normal times, and, second, for the way in w^hich 
his story emphasises the difference of outlook between the Scottish 
farm servant and the English labourer. The Scottish farm 
workers, as both Mr. Conachcr and Mr. Duncan emphasise, 
skilled workmen, whose wages arc not normally much out of 
alignment with town worker’s w^ages; who take a pride in 
their work, and w^ho can usually be given a large amount of 
responsibility. They are divided, too, into very specialised 
groups. “ Not infrequently,” Mr. Duncan says, they are 
sensitive about their rights and distinctions. A Lothian plough- 
man would feel insulted if asked to pull turnips ; any ploughman 
wmuld refuse to allow another ploughman to work his pair of 
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horses; most ploughmen would refuse to do any byre work; 
most cattlemen would refuse to allow ploughmen to handle their 
cattle, and so on.” 

The Scottish Farm Servants’ Union in 1917 fought against 
the inclusion of Scotland in the clauses of tlie Corn Production 
Act of that year. They estimated that voluntary agreements 
by collective bargaining suited Scottish conditions infinitely 
better than did the English proposal for a compulsory minimum 
wage and compulsory Wages Boards. A more assertive and self- 
reliant attitude was displayed by the Scottish farm workers 
which compared very favourably with tlic somewhat “ glad-to- 
take-anything ” approacli of the Englisli labourer in most counties. 
One is inclined to assert confidently that this was not merely a 
war-time distinction. It was the result of different conditu)ns 
for more than half a century. 

It is interesting to note an instance of the adoption of a 
sliding-scalo principle of v^'agc fixing by voluntary agreement. 
This is surely unique in agriculture. The agreement was come 
to in the I^othians in 1920 ])ctwcen the National Farmers’ Union 
of Scotland and tlio Scottish Farm Servants’ Union, under wliich 
an increase in wages was to be granted in the middle of the term, 
if tlie increase in the cost of living justified an alteration. Under 
the agreement, wages were actually increased by 35. per week at 
the November term, 1920. In the following year a similar 
agreement was entered into, and in November 1921, as the cost 
of living had fallen, a reduction of wages took place. 

The organised activity of the Scottisli farm scu-vants before 
and since the war was not entirely devoted to (picstions of wages. 
Hours of working (including the demand for holidays), housing 
and social conditions had places of, at least, equal importance 
on tlicir programme. A National Agreement was reached for an 
average 54-hour week and 21 whole or 42 iialf-holidays per year 
(exclusive of New Year’s Day and tlie Hiring Fairs). Tlio agree- 
ment was never applied nationally, but it served as a basis in 
many local agreements, and in several counties even better terms 
were obtained by the workers. Mr. Duncan claims that, in spite 
of the reaction in many counties since 1920, ‘‘ it is generally true 
to say that farm workers are working at least ten hours a week 
less on an average than was the case at the outbreak of war.” 

Housing and lack of social life are the two greatest defects of 
Scottish rural life. It cannot be said that the war has done a 
great deal yet for housing. As to social life, the women suffer 
most from the isolation. The post-war movement of the Women’s 
Rural Institutes has helped to .some extent (as both Professor 
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Scott and Mr. Duncan point out). Professor Scott’s claim, how- 
ever, that membership of these Institutes represents two out of 
every three of the women employed in agriculture, looks as if it 
were unfortunately based on a wrong calculation. ‘‘ Altogether,” 
Mr. Duncan says, “ the war years have brought to rural Scotland 
a welcome increase in associated effort which cannot be without 
effect in building up the much-needed community and social 
interest.” 

It is surprising that, in the planning of this volume, the 
editors should omit any contribution on what is one of the most 
notable of war effects, namely, the changed conditions of land- 
owning and the resulting large increase in the number of farmers 
who now own their own farms, many of them against their will 
and better judgment. 

The decline in the gross incomes of landowners did not begin 
with the war, but dates back to 1880 at least. The war, how- 
ever, and post-war conditions have accelerated matters to an 
e.xtent which few people realise. Attention has several times 
been called to the situation in England. Conditions are very 
similar in Scotland. Generally speaking agricultural rents had 
fallen considerably between 1880 and 1913. Expenses tended 
to increase steadily from 1900 onwards. Repairs cost more and 
taxation, local and national, increased. 

During the war rents could not be increased at all and repairs 
were suspended where possible. With the return of peace, rents 
still remained fixed until 1921, while repairs which could not be 
postponed indefinitely continued to increase in cost up to 1920. 
Taxation took a tremendous jump. One estate, w’hose records 
the reviewer recently examined, provided the following interesting 
abstract. 

Table II 


Income from Rents ; Public Burdens ; and Amount spent 
on Repairs on a Small Estate in Scotland 



1870. 

1880. j 

1890. 

1900. 

1910. 

1915. 

1919. 

1922. 


£ 

£ 

£ ! 

£ 

£ 

£ 

£ 

£ 

Rental . 

1902 

1764 

1777 

17,39 

16.50 

1594 

1594 

1930 

Public Burdens (a) . 
Repairs and Im- 

247 

236 

238 

240 

388 

513 

475 

1086 

provements (6) . 

334 

222 

3.58 

199 

106 

235 

87 

123 


(o) Including Kates (parish and county), Income Tax, Land Tax and Church 
Stipend. 

(b) An average of previous three years’ expenditure. This, of course, shows, 
not the increase in the cost of repairs, but the amount which the owner was willing 
to spend. 
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One need not be an apologist for landowners to realise that 
this presents a serious agricultural problem, for the permanent 
equipment (buildings, etc.) of farms is bound to suffer. Another 
aspect arises from the desire of many landowners to get rid of 
their estates by selling the farms one by one to the tenants who 
are prepared to purchase. Mr. Conachcr refers to the outcome 
of this movement. The problem, it is true, is not created by 
the war, but it has been aggravated by war inflation and war 
taxation. It would have, perhaps, rendered Rural Scotland during 
the War more complete if some discussion had been given to it. 

A review of this volume would be inadequate without mention 
of the two other contributors. Neither of these deals with 
agriculture, but the article on “ Scottish Fisheries during the 
War is linked with agriculture in that it deals with the pro- 
duction of food and also that it affects rural life in the Highlands. 
Mr. D. T. Jones’s article deals more specifically with the war 
period than do the other articles, and his story gives an insight 
into the great unsung hardships and dangers of the fisher folk in 
war-time. As in the other contributions, the general conditions 
arc usefully sketched. 

Professor J. P. Day adds an Appendix on the Jute industry. 
The speculative risks of this industry (localised as regards Great 
Britain, almost entirely in Dundee) can only be partially realised 
from the prices and figures quoted by Professor Day. 

John P. Maxton 

Agricultural Economics Research Imstitute, 

Oxford. 



REVIEWS 


Banking. By Walter Leaf. (London : Williams & Norgate, 
Ltd. The Home University Library. Pp. viii + 255.) 

The union in Mr. Walter Leaf of eminent accomplishment 
as a scholar and important practical experience as a banker 
inevitably arouses a high expectation in respect of a book by 
him on lianking. Sucli admirable qualifications could liardly 
fail either to produce an original and outstanding contribution, 
or, if the author aimed at less, to endow mediocre work with the 
charm of effortless felicity. The second of these virtues belongs 
to the work under review. 

In the greater part of this book Mr. Leaf is engaged in describ- 
ing detailed matters of fact. If it is the duty of the critic to 
give most of his attention to the provocative and controversial 
passages, it is equally his duty to assure readers tliat these 
passages comprise only a small part of the whole. There is much 
clear and interesting descrii)tion of particulars, the rate at which 
information is imparted is neither too great nor too small, the 
style is alive and holds attention. These are uncommon merits, 
it must be confessed. 

Mr. Leaf deals chiefly with English banking. It 'would have 
been pedantic had ho conceived it his duty to devote greater 
space to aspects of banking with which he is less thoroughly 
familiar. There is, however, a considerable passage on the 
Federal Reserve system and a short note on the functions of the 
Reichs])ank under the Dawes scheme. Mr. Leaf gives a good 
summary of the needs which brought the Federal Reserve system 
into existence, but he does not say mucJi of the more recent 
aims and ideas of those who have controlled it. In his biblio- 
graphy he refers to Professor Kemiucrcr’s book, which is really 
an account of what the new banking system was intended to be, 
and makes no mention of those later works which deal with 
what it has, in fact, become. It is impossible not to connect 
this neglect of recent developments with Mr. Leaf's utter lack 
of sympathy for the ideas which have inspired them. Mr. Leaf 
is of an older school of thought. He makes one small mistake 
in his account of the system. He says (p. 69) that “ the full 
working of the Federal Reserve Act depends, it will be seen. 
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largely upon the amount of good commercial paper hearing two 
names which member banks can discount Avith their Reserve 
Bank in order that it may bo put into the 'J'reasiiry as a basis 
for the issue of Federal Reserve notes.” It is not the case that 
member banks present for discount chiefly two-name paper. 
On December 31, 1925, the Federal Reserve banks held $177 
million of single-name paper which they had discounted 
for members and only §3 million of two-name paper so dis- 
counted. These figures are typical. If Mr. Leaf implies that 
one-name paper is ineligible as a basis for notes, that also is 
incorrect. It is quite true that the Federal Reserve takes a 
special interest in the creation of two-name pa]Dcr. But it gives 
its support not by discounting it for its members, but by being 
willing to buy in the open market any two-naino paper that is 
offered, even at times when its policy is to contract the volume 
of its general open-market holdings. 

In his note on the now constitution of the Rcichsbank, Mr. 
Leaf observes that the principle of a fixed minimum proportion 
of gold backing for notes has been preferred to that of a fixed 
maximum fiduciary issue. He infers that when our currency 
notes are taken over by the Bank, the same principle will prob- 
ably be adopted here. He may be right in this. But ho is 
surely wrong in recommending the fixed proportion system on 
the ground that it has greater elasticity in a time of pressure 
and panic (p. 57). Walter Bagehot, Mr. Hawtrey, and many 
other authorities have held, it seems reasonably, that the fixed 
proportion system is less elastic in a time of crisis for two reasons : 
first, because it immobilises a part of the reserve, and secondly, 
because when there is a drain of gold the bottom limit is approached 
more quickly, three times more quickly if the legal proportion 
is J, than it is approached under the fixed issue system. It is 
in times of expansion that the fixed issue system is less clastic. 

Mr. Leaf is concerned to defend the joint stock banks. His 
line of defence is not that they have important functions and 
have performed those functions well, but rather that their func- 
tions and powers are much less extensive than is popularly 
supposed. It is true that they have tasks of responsibility and 
risk. “ In giving custody to parcels and boxes, sealed and 
locked, with contents unknown, the banker is not Avithout anxiety. 
The risk he runs may be illustrated . . .’’etc. It is nut exagger- 
ating to say that in the view of Mr. Leaf the Aviiole function of 
tho banks is in principle the same as giving safe custody to 
parcels and boxes. The careful preservation of depositors’ money 
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is everything, the loan policy nothing. The joint stock banks 
have and can have no influence on the general credit situation. 

On first sight we might be disposed to agree with this con- 
tention. If Mr. Leaf merely meant that the credit situation is 
in the main controlled by the central bank, and that the limits 
within which the joint stock banks can exercise initiative are 
comparatively narrow, few would disagree. Unfortunately Mr. 
Leaf means something more. Ilis contention is that a bank 
as such has no power to expand or contract the volume of credit ; 
and by a bank he means not only an ordinary deposit bank, but 
also a central bank. The creation of credit can be effected only 
by the depositing public or the note-issuing authority. Many 
passages compel us to hold that this is his view. For instance, 
on p. 175 he claims it as his “ fundamental theme that alike the 
creation and restriction of credit generally are in the hands of 
the Government, in other words, of the Treasury and the Bank 
of England acliiuj as a Bank of Issue'* This is surely saying 
that the banking department of the Bank can by itself have no 
influence on the state of credit. Such a view takes us back to 
the days before John Stuart Mill published his Principles of 
Political Economy, to the days of the ‘‘ Currency School ” and 
Lord Overstone’s Tracis. Mr. Leaf is not contending, as he very 
well might, that the central bank cannot in the long run main- 
tain an expansion of credit unless it can also expand the currency, 
but that by itself it cannot even expand credit for a short time 
or at all. The imposing array of his adversaries, Tooko and 
J. S. Mill, Bagehot and Marshall, Knapp and Cassel, the authors 
of the Federal Reserve reports, and the vast mass of publicists 
at home and abroad in recent years, should have put Mr. Leaf 
on his mettle as a controversialist. They have not done so. 
He may have thought that a volume in the Home University 
Library is an unsuitable place for polemics. By the same 
principle, in fairness to the many of his readers who will first 
introduce themselves to the subject through him, he ought to 
have warned them that his views have been rejected by most 
authorities for more than fifty years and are not yet re-instated. 

He supports his view chiefly by dogmatic statement, but also 
by a piece of statistical evidence, which is called Table A (p. 103), 
and is given a prominence which seems to challenge examination. 
He argues from this that loans do not create deposits, since in 
this period a marked increase of “ loans and advances ” is accom- 
panied by a marked decline of deposits 1 As a matter of form 
we may indicate two objections to this line of reasoning. (1) Mr. 
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Leaf makes no comment on the discount figures. It is probably 
the case that the decline recorded was entirely represented by a 
seasonal decline in Treasury bill holdings due to tax receipts. 
But Mr. Leaf must look below the surface. When Government 
takings exceed disbursements the banks must accommodate 
trade directly by increasing advances. When Government dis- 
bursements exceed takings the banks accommodate trade in- 
directly by discounting Treasury bills, and thus enabling the 
Government to spend ahead and leave more circulating capital 
in the hands of the public. Advances and discounts taken 
together give a fairer picture of the ultimate accommodation 


Table 

Aggregate average weekly figures of the “ Big Five ” for the 
first six months of 1925 

(In thousands of £) 



Current and 
Deposit 
Accounts. 

Loans and 
Advances. 

Discounts. 

Investments. 

January . . 

1,614,613 

745,859 

235,289 

266.601 

February . 

1,602,293 

748,639 

225,172 

258,071 

March . . . 

1,470,092 

765,443 

195,239 

264,316 

April . . . 

1,472,107 

771,461 

184,024 

249,646 

May . , . 

1,466,779 

773,257 

102,884 

246,680 

240,422 

J une . 

1,489,848 

775,384 

197,929 


which the banks are making to trade than advances taken alone. 
In Table A ” advances and discounts together declined slightly ; 
in those circumstances no opponent of Mr. Leaf’s would expect 
a rise of deposits. (2) Mr. Leaf maintains that “ all the banks, 
in order to meet the additional call upon their resources, resorted 
not to any ‘ creation of credit,’ which was out of their 'power y 
but to their investments at long date, that is, their Government 
stocks and bonds, which were sold to provide the money for 
which borrowers were asking.” This is assuming what it was 
required to prove, namely, that the banks were forced to cut 
down their investments in order to accommodate trade. An 
objector would hold that the banks need not have sold out their 
investments, and that, if they had not done so, deposits would 
not have declined. Nor is it at all plausible to hold that the 
fact that the banks did sell investments indicates that they were 
forced to. In the last six years the banks have maintained a 
more or less consistent policy of cutting down investments, in 
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order to work back to the pre-war proportion of long-term assets, 
which they regard as technically sounder. ^Ir. Leaf thus mis- 
interprets his principal statistical evidence, and he has to assume 
the conclusion which his figures are supposed to yield in order to 
show that they yield it. Was it for this that Tooke and his 
successors battled like men to elaborate a correct theory of 
credit ? 

Such palpable confusion requires some exi^lanation ; the 
explanation in this case can lie apprehended without difliculty. 
Mr. Leaf views the problem solely from the standpoint of the 
individual banker. He thus gives new life to the ancient plati- 
tude of economic text-books, that a practical business man is 
usually too immersed in ]:)artieulars to obtain a true view of the 
economic world as a whole. The two following facts are clear. 
(1) When an individual bank (other tlian the central bank), A, 
makes a loan it docs not and ought not to conceive that this will 
involve an addition to its own deposits. On the contrary, it 
will probably result in an addition to the deposits of another 
bank. Therefore an individual banker is only in the position 
to make a loan if lie has cash assets, placed with him by the 
public, to finance it. (2) The banks other than A whoso deposits 
rise as a result of A’s loan are not aware of the reason of the rise. 
They cannot distinguisli a rise in deposits which is due to the 
public being able to dispense with some of its cash from a rise 
in deposits due to the loan of another banker. Thus neither the 
individual banlc which makes the loan nor the individual bank 
which receives the “ created ” deposit sees the connection between 
them. And therefore the individual banker, unless he is also 
an economist, is likely to be sceptical of the connection. But if 
the only way to create a deposit were to take cash to the bank, 
how would it be possible for the aggregate of deposits to be far 
in excess of all the cash in the country ? Mr. Leaf may not be 
clear what is really meant by the phrase “ loans create deposits.” 
It does not mean that a single bank can be sure of increasing 
deposits with itself by making extra loans. Nor does it mean 
that all bank loans necessarily increase the aggregate of bank 
deposits ])y an equal value. It does mean that a part of the 
outstanding deposits could not exist had the banks made no 
loans, and that an addition to aggregate deposits is often the 
direct result of an increase in the aggregate of loans. Whether 
a particular extra loan does cause there to be an increase of 
deposits it is often impossible to say. That the greater part of 
our outstanding deposits could not exist if bank loans had not 
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been made is obvious. A loan is said to create a deposit when 
the aggregate of deposits becomes greater than it would have 
been had the loan not been made. This usage may not be 
strictly accurate, but it appears to be sufficiently so for popular 
speech. 

Mr. Leaf informs us that the banks need for till money about 
one-half of the cash that they commonly hold, and that the 
sacrifice of 4 per cent, on dividends which the residual cash 
holding involves is very noble or very stupid, he docs not make 
it quite clear which he means (p. 132). This implies that the 
banks have no responsibility at all for easing the situation in 
times of crisis. He callously observes that the banks can with- 
out difficulty replenish their tills by calling in brokers’ loans. 
Thus they throw the whole burden of the crisis on to the Bank 
of England. He refers to the events of 1914. “ In that memor- 

able crisis ” the joint stock banks defended themselves not by 
using their cash balances, but by drawing in the Money at Call 
and Short Notice. 8ome might hold that the joint stock banks 
acted rather selfishly on that occasion. 

Mr. Leaf is perhajos more provocative because he applies 
severe compression to his provocative utterances. By far the 
greater part of lus book is quite innocuous, and, when innocuous, 
instructive and informing. 

R. F. Harrod 

Chriat Chnrchy 
Oxford. 

The First Year of the Gold Standard. By T. E. Gregory (Ernest 
Bonn. London. 1926. Pp. 141. 3^. 6d.). 

‘‘We have arrivTd,” says Professor Gregory, “at that con- 
fusing and de])rcssing ]jcriod w'lien doubt as to tlie wisdom of the 
course taken, the disappointment of exaggerated hopes, weariness 
of the whole controversy, the absence of clear-cut issues, tlic dying 
down of the fighting mood, and the reaction from victory gained 
all combine to produce mental staleness and emotional inditler- 
ence.” This may be true, but Professor Gregory managed to hold 
together a large audience for over an hour w4ien he discussed his 
subject before Section F of the British Association at Oxford last 
August. 

That subject is really not very w^ell described as “ the first 
year of the gold standard.” A more informing titles would have 
been “ Some lleadoptions of the Gold Standard, actual and pro- 
spective.” The selection (perhaps a little arbitiary) is, for actual 
No. 145.— VOL. XXXVII. ^ 



82 


THE ECONOMIC JOURNAL 


[march 


roadoptions, Great Britain, Sweden, Holland, Germany, and 
Poland, though Poland subsequently became a backslider : for 
prospective readoptions, Norway, Denmark, France, Belgium, 
and Italy (the book having been written in the summer of 1926). 

The detailed examination of the cases is preceded by sixteen 
pages devoted to “ The Theory of Stabilisation.” Here I think 
Professor Gregory's nomenclature and arrangement are not 
altogether satisfactory. After some experience of paper cur- 
rencies “ managed ” on no intelligible principle, the people of a 
country come to regard gold as so stable in value that they give 
the name of “ stabilisation ” to the process of tying up the value 
of their currency to that of gold at some ratio near that of the 
moment. The term ousts ** devaluation,” because the people have 
suffered so long from the vagaries of mismanagement that they 
demand greater steadiness at any price ; the price of the moment 
is the easiest to adopt. But a return to the old pre-war parity 
with gold is not usually spoken of as ‘‘ stabilisation,” because 
countries in which such a return is reasonably possible have been 
subjected to less violent fluctuations, so that the idea of restoring 
the old value takes the place of, or at any rate overshadows, that 
of making it more steady. 

Professor Gregory seems to recognise this when he speaks of 
^*the question of the return to the pre-war parity as against 
stabilisation on a basis near to, or at, the actual rate which the 
forces at work on the exchange market . . . had establislicd.” 
But the question which his theory of stabilisation formally attacks 
is : What are the effects of choosing for the stabilisation rate the 
foreign-exchange rate of the moment or one somewhat higher or 
lower which is supposed to be better suited to the internal general 
price-level ? 

It docs not seem as if the theory of this subject can be applied 
conveniently to cases where return to the old parity is being aimed 
at. Where mere stabilisation is demanded, the reputation and 
prestige of the currency are scarcely concerned at all. Something 
like the saying “ as well be hung for a sheep as a lamb ” applies to 
currencies. It will make no appreciable difference to the credit 
of the franc of the future whether it is stabilised at 19 or at 20 per 
cent, of its pre-war parity : would the present German mark 
currency bo appreciably more trusted and the German Govern- 
ment be appreciably better able to raise mark loans, if the 
stabilisation rate had been a milliard, instead of a billion, to one ? 
But when the choice is between 95 and 100 per cent, of the old 
parity, the situation is quite different. The first lapse from 



1927] GREGORY : THE FIRST YEAR OF THE GOLD STANDARD 83 

virtue here, as elsewhere, counts for much more than subsequent 
ones, so that far more temporary inconvenience may properly 
be incurred in adopting 100 per cent, as against 95 than it would 
be reasonable to incur for the sake of adopting 20 per cent, 
instead of 19, or even a milliardth instead of a billionth. 

This being so, I cannot think Professor Gregory is justifted in 
attempting, as he does at least in form, to bring Great Britain, the 
Scandinavian countries and Holland under the same “ stabilisa- 
tion ” theory as the countries which have submitted, or are about 
to submit, to devaluations. In the cases where restoration has 
been definitely decided on there is no choice about the ratio : it 
is the old ratio, and the actual ratio cannot possibly be appreciably 
above it, except in the very unlikely event of a country having 
actually carried out the Swedish suggestion of refusing gold at 
that rate. Consequently the “ practical alternatives ” are not 
those mentioned on pp. 11 and 12, (1) the choice of the current 

rate of exchange,” and “ (2) the choice of an alternative rate ” 
above or below it. In the case of Great Britain the cow of 
deflation had been swallowed in 1920-22, and the historian of 
“ fifty years on ” will not waste much time over the disappearance 
of the tail in 1925. 

In his detailed treatment of the selected ease of restoration and 
stabilisation, Professor Gregory is prolific in information and 
dispassionate in judgment. To pack so much information into 
a book of tins size is a w'onderful feat, even with the assistance of 
a grant from the Laura Spelmaii Rockefeller Foundation to 
which Prof. Gregory expresses his thanks. We may perhaps bo 
permitted a hopeful doubt about the statement that “ the con- 
clusion that money wages are still too high is unescapable.” It 
is admitted that an increase of productivity might adjust matters, 
and the index of production prepared by the London and 
Cambridge Economic Service ” is not capable of showing that 
such a change is impossible in a future near enough to make a 
fall of wages unnecessary. Recent comparisons of British and 
American conditions rather suggest the possibility, and some 
changes in outlook rather suggest the jirobability, of the British 
level of productivity, and consequently of wages, being con- 
siderably raised before long. 


Edwin Cannan 
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Restoring Currency Standards. By E. L. Hargreaves. (P. S. 

King. P}). 106. 65.) 

Historians and economists who describe epochs of currency 
collapse have always been inclined to make our hair stand on end 
by dwelling on the frantic process of depreciation, but to neglect 
or to pass over very summarily the subsequent transition to 
normal conditions. The battle itself supplies the excitement and 
the picturesque incidents; the rescue of the wounded is a more 
prosaic business, a subject for medical experts. 

Dr. Hargreaves has provided a very useful and lucid summary 
of one class of measures adopted in these transitional periods. 
His book deals with the equitable adjustment of debts arising 
from contracts which have been concluded in a depreciated 
currency but have to be discharged in a restored currency. Three 
cases are described : the continental currency of the American 
War of Independence, the Ficnch assignats, and the Austro- 
Hungarian paper money of the Napoleonic period. A short 
reference to the recent German valorisation is added. 

When a currency has depreciated too far to be restored by 
deflation to its former value, it can only be stabilised at the cost 
of some measure of devaluation. Three methods of devaluation 
may bo distinguished : (1) the existing currency unit may be 
stabilised at a new metallic value or purchasing power, without 
any other change; or (2) a new cuiTcncy unit may be introduced 
equal to a prescribed ratio or multiple of the old, all outstanding 
obligations being translated into the new unit without any change 
of substance, bat only of denomination; or (3) the old unde- 
preciated currency unit may be reintroduced, and the depreciated 
currency either demonetised or made to pass at a fraction of its 
nominal value. 

The two former methods differ only formally from one another ; 
they agree in leaving the full loss of depreciation on the shoulders 
of the creditors. The third method, on the contrary, would, 
if applied without modification, put the whole burden of the 
restored currency upon debtors. It would be much too favourable 
to some creditors, for it would give one who had contracted in 
depreciated currency much more than he had ever expected to 
receive. When a currency is restored by deflation, this also 
occurs, but on a smaller scale, because the depreciation is not so 
great as to make deflation impossible, and the appreciation of the 
currency is gradual. 

In Dr. Hargreaves’ three historical cases the appreciation was 
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discontinuous. People began to use metallic currency along- 
side the depreciated paper currency, and a day came when the 
paper currency was demonetised. Thereupon, unless some express 
provision had been made to the contrary, a debt expressed in so 
many dollars or livres or florins would have become payable in 
silver instead of paper. A debt of 1780 in dollars would have 
been multiplied forty-fold ; one of 1796 in livres several hundred- 
fold. 

The complicated legislation w’^hich is lucidly and concisely 
summarised by Dr. Hargreaves was devised on the three occasions 
named to prevent such intolerable injustice arising. The principle 
followed was to calculate the value in silver of each debt at the 
date at which it was contracted and to make it payable in that 
amount of silver, a statutory scale of depreciation of the monetary 
unit at various dates being established for the purpose. The 
detailed application of this principle was full of diflicultics and 
complexities. But they were not in themselves insurmountable ; 
the real defect was a fundamental one, that it was not 2 )()ssible 
to reopen debts which bad been paid during the depreciation. 
In South Carolina (where the British administration had not 
recognised the contiiumtal currency as legal tender) an attempt 
was made to reopen debts, but not with very satisfactory results 
(pp. 7-9). 

It is interesting to observe that the circumstances which form 
Dr. Hargreaves’ theme have not recurred in any of the countries 
in which monetary difficulties have been experienced since the 
war. In no case has an old nndallic unit been revived. The 
nearest approach to it has been in Germany, but even there the 
new mark, though it has the same name and gold vahu', is simply 
the equivalent of a billion of the old. The valorisation laws in 
Germany are therefore needed not to relieve debtors from an 
intolerable burden, but to save certain creditors from a loss which 
is regarded as socially undesirable. 

R. G. Hawtrey 

London. 

II Cambio Italiano : Indagine sidle cause dellc sue ultime oscil- 
lazioni. By JACoro Mazzri. (Firenze. 1926, Pp. 122.) 

Signor Mazzei has set out in this small book to explain the 
causes of the sudden fall from grace of the Italian lira in the 
middle of 1925, after the prolonged period of relative stability 
since the beginning of 1022. Ho is able to show that the chief of 
all the maladies that are wont to afflict inconvertible currencies, 
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viz. forced inflation duo to budgetary disequilibrimn, did not 
apply in this case. In his opinion, and he is able to bring cogent 
evidence in favour of his arguments, the main factor was the 
continuance of' commercial inflation due to the expansion of 
Italian industries and foreign trade, and fostered by a low discount 
rate . Secondary factors were a seasonal pressure on the exch anges 
arising from a poor harvest and Ihe consequent need to import 
large quantities of grain ; a sudden Stock Exchange crisis leading 
to the intervention of the Government with financial support; 
and a growing lack of confidence in Italy in the future of the lira, 
which was accentuated by the negotiations then proceeding with 
England and the United States for the settlement of Italy’s 
international debts. 

His chief object was to show that, at the time of writing (July 
1 925), the underlying forces which govern the foreign value of a 
country’s currency were favourable to the lira : a Government 
policy of deflation had been proclaimed; the discount rate had 
been raised on June 18, 1925 to 7 per cent. ; the budgetary situation 
continued to bo excellent ; a good harvest was in prospect ; the 
loss of confidence was a temporary phenomenon which would 
quickly react to the realities of the economic situation. Basing 
liimself on these arguments lie bodly entered on the perilous paths 
of economic pro2:)hccy and foretold the victory ” of the lira. 

For several months after Signor Mazzei wrote, events appeared 
to support his forecast. With the aid of strong Government 
support the lira was raised from 137 to the pound to 120, and was 
kept at that level till the end of April 1926. The exchange was 
for the time “ pegged ” by the Government in a manner analogous 
to tho operations of a central bank under the gold exchange 
standard, but with the important diffcrcnco that the Government 
refrained from locking up the lira which it bought in exchange 
for the foreign currencies sold for the purposes of commerce. The 
result was that internal circulation was not reduced, the banks 
expanded their discounts, and imports increased. In May 1920 
the Government found itself unable any longer to maintain the lira, 
which fell rapidly until it reached 150 at the end of July. Signor 
Mussolini was then roused to fresh action; a new deflationist 
campaign was initiated, and by the end of 1926 tho lira had bee n 
brought back to 108, this time with the aid of a drastic rationing 
of commercial credits, a legal maximum note issue and other 
financial measures. 

The conclusions to be drawn from the recent history of the 
Italian exchange appear to be, first, that oven a balanced budget 
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accompanied by a rigid exchange control may be insufficient to 
maintain the external value of a currency unless the whole credit 
policy of the country is co-ordinated with a view to maintaining 
that value; secondly, that when industry and commerce are 
prosperous a high bank rate may not be sufficient alone to check 
excessive demands for credit and may have to be supplemented by 
other devices, such as the rationing of credit ; thirdly, that the 
absence of a declared policy of stabilisation at some definite rate 
gives rise to uncertainty, lack of confidence, speculation, and 
violent fluctuations in exchanges. It is not merely that the 
business community do not know where they stand, but the banks 
themselves cannot be expected to conform to a policy unless they 
know what that policy is. In the meantime Signor Mussolini 
continues to make valiant speeches, seasoned with military 
metaphors, to the ctTcct that the “ battle of the lira is not yet 
won. It is even possible that he may continue with his process 
of deflation until he is brought to a halt by the disappearance of 
the hardly earned budgetary surplus of the Italian State. 

C. W. Guillebaud 

St. John's College, 

Cambridge. 


Studies in Public Finance. By Edwin R. A. Seligman. (New 
York : The Macmillan Co. 1925. Pp. ix -f 302. 176'. net.) 

Mr. Higgs, reviewing in a recent number of this Journal ^ 
the “ companion volume ” to this book, bearing the title of 
Essays in Economics, paid a graceful tribute to the high standing 
of the author among the veteran economists of our day. That 
deserved eulogy met, we are sure, a world-wide response. But 
the large and accurate erudition, the extensive knowledge of 
past and comprehensive acquaintance with present economic 
literature, fortified as it has been by the acquisition and the 
use of the wonderful library to which Mr. Higgs alluded, the keen, 
profound insight into and the sane balanced judgment upon the 
acts as well as the opinions of men of great affairs of State and of 
administrators of large business enterprise and of plain ordinary 
folk, have, we may appositely call to mind, been shown especially 
in the branch of inquiry with which the studies before us deal. 
They are, too, we are informed by Professor Seligman, “ pre- 
liminary ” to the early publication of three volumes on the 
Principles of Fiscal Science, to which we should perhaps look 
' For Decoiuber, 1926. 
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forward as the comprehensive book ” that ** ought to come 
at the close of a scholar’s career,” were it not that the multifarious 
indefatigable vitality of previous years, continuing so evidently 
now, forbids the announcement, or at least would stay the 
acceptance, of “ finis.” It is significant of that alert achieve- 
ment, and of the wide, deep admiration it has won, that the 
Essays in Taxation, first collected in 1895, should have been 
“ enlarged to ahnost double ” the “ original size,” and that new 
editions have been called for “ every two or three years.” And 
the full tale of Professor Scligmaii’s masterly handling of finance 
includes the “ independent books,” which have become authorities, 
on Progressive Taxation, on the Shifting and Incidence of Taxation 
and on the Income Tax — the last indeed of the three filling com- 
pletely a gap, not otherwise adequately supplied, in the account 
of our own fiscal history and arrangements — besides contributions 
to official documents. 

Economists in this country arc sometimes tempted to envy 
the position of their Transatlantic colleagues. It is not merely 
that in our Universities the number of the teaching staff is still 
so meagre by comparison, and that the recognition of Economics 
as a lit subject of independent study has hitherto been, by con- 
trast, generally grudging rather than handsome, but the weight 
attached to export knowledge therein is also more considerable and 
evident in the United States, where it is the rule, not the exception, 
for influential bodies and persons to invoke and heed counsel 
proceeding from this source. In this volume, accordingly, 
studies are embraced which wore originally submitted to Congress, 
to the Senate, and to the Supreme Court ; and, wo arc informed, 
that last famous, respected, powerful authority accepted in its 
decision the conclusions reached in the Professor’s reply to the 
question whether “ Stock dividends ” w^ere or were not income.” 
We could wish that the American public as a whole could also 
be expected to follow soon liis sensible, candid advice on the 
treatment of the Allied Debts. But at any rate wo rejoice to 
read reprinted here his conclusive rejoinder to Mr. Hoover’s 
arguments on that vexatious but crucial topic. It is a char- 
acteristic example of his merit as a writer on finance, for it is 
as clear and comprehensive as it is convincing and profound. 

All the pieces collected in this welcome volume would repay 
close reiterated study. We must now be content to point out 
how they exemplify in turn the high quality of the essayist. 
The opening chapter, for instance, on Comparative Tax Burdens 
in the Twentieth Century, is a fine model of mingled caution and 
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dexterity in obtaining from the evidence of figures as much as 
and not more than they should properly convey. The third and 
fourth papers on Income Tax and the Price Level and on Taxation 
and Prices generally, and the ninth on the Taxation of Non- 
residents in the New York Income Tax, demonstrate a rare capacity 
for getting deeper beneath the surface than other writers on the 
subject. They also show the Professor’s nice balancing of opposite 
considerations, his damning exposure of older cruder theories, 
and his judicious avoidance of extremes in novel ideas and fresh 
statements. In the sixth study on the Sales Tax his wide 
acquaintance with past history and present facts is conspicuous, 
as it is in the last chapter, dealing with the French Colonial Fiscal 
System, while his discriminating acumen and his practical states- 
manship find opportunity for their exercise in the discussions in 
the seventh chapter of the problem of Tax-exempt Securities, 
in the tenth of Fiscal Reconstruction, and in the eleventh of the 
Reform of Municipal Taxation, in the LTnited States. These 
pieces may also suggest to Englishmen the consolatory thought 
that some other countries arc behind them rather than before 
them in the adoption of good finance. 

Wo would venture in conclusion to draw Professor Seligman’s 
notice to a few points. We should question his pronouncement 
op p. 9, that the prohibitive cost, as it proved, of the expense of 
valuation in connection with the abortive duties on land values 
in this country should be ascribed to the ‘‘ most obstinate resist- 
ance,” which they certainly encountered, and we suggest that 
the expression “ annual ” expenses may mislead. We agree that 
the yields were insignificant in comparison, but we should trace 
the break-down or fiasco to the attempt which, equitable in 
design, and required to avoid injustice, or discouragement 
of enterprise, proved impracticable in actual working — the 
endeavour, namel}^ to translate into an Act of Parliament, to 
be interpreted by the Courts, the refined impalpable conception 
of abstract economic theory. For the “ site-value ” was to be 
equivalent to economic rent ” ; and the trouble and tangle 
began with the initial valuation. kSnch a topsy-turvy issue as a 
ruling in favour of taxing the difference between minus quantities 
disgusted as it perplexed plain citizens, and the Lloyd George 
budget synchronised with, if it did not alone cause, the arrest 
of building operations with its calamitous sequel of a lack of 
house accommodation now only just being overtaken. We 
think, too, that some amendment is desirable in the assertion on 
p. 113, that in “ both England and the United States the rental 
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value of a house is held not to be income,” for we do not see 
how, as it .stands, it can be reconciled with the undoubted fact 
that an English owner occupying his own house is compelled to 
pay income tax on the rental value thereof under Schedule A, 
just as a tenant is entitled to deduct such tax from the next 
payment of his rtmt. We would further suggest that the reference 
on p. 128 to the description by “ someone ” of taxes on every- 
thing “ that a man cats, smells or hears ” might be amplified by 
explicit quotation of Sydney Smith’s famous amusing catalogue 
of English taxes in 1820 — in the Edinburgh Review in a notice, 
as Mr. George Russell states, of Seybert’s America — as the result 
of the Napoleonic wars. “ Jonathan ” in the person of our 
“ American cousins ” is expressly introduced. And, finally, on 
p. 214 the footnote “ See above ” reads curiously when the 
statement in the text is will be seen below.” These are mostly 
trifling corrigenda which doubtless escaped the author’s careful 
proof-reading, and, if blemishing spots they be, they enhance 
the fair visage of the book as a whole. It is an addition to those 
classics of finance for which our American Correspondent has 
earned, and, we are glad to remember, is still to earn, our humble 
hearty gratitude. 

L. L. Price 


American Foreign Investments. By Robert W. Dunn. (Lon- 
don : George Allen & Unwin: 1926. Pp. 421. 216.) 

Tins work is not an economic one in the ordinary sense, 
though it deals with aggregates and economic tendencies or 
causes. It is more in the nature of an annotated catalogue, 
breaking up into recognisable sections the ten or tw'clvc billion 
dollars recently invested abroad by United States citizens. It 
is a classification of investments which will enable an answer to 
be given, more or less complete, to the two questions ; Where 
and in what form is American money now invested abroad ? 
and, What difliculties are involved in foreign investment 
transactions ? 

The book does not overcome the difficulties inherent in this 
line of investigation, more especially that of tracing industrial 
investment. Ownersliip is often concealed and only becomes 
public knowledge through an accident. “It is quite possible 
for an American Bank or Corporation to send largo instalments 
of capital abroad periodically, until it has quietly taken over a 
British Company without any public notice.” Obviously, when 
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interest on foreign investment becomes large and accrues abroad, 
it is often still more possible for its silent action to defy observa- 
tion. Again, investment made by means of Bank loans is 
baffling even to those who work among banking statistics. No 
Government census by deliberate questioning has been under- 
taken, or is likely, and therefore Mr. Dunn’s book represents all 
we arc likely to know for some time to come. 

The first fifty pages deal with general aspects, e.g. a brief 
sketch of the United States as a debtor nation, when foreign 
ownership in 1890 reached about 600 to 700 million £ sterling, 
and America owmed only about 100 millions sterling of foreign 
sccuriticvS — the great bulk in Canada and Mexico. Then comes 
an account of how the war turned the investment tide, American 
securities held abroad being returned in a steady stream; the 
estimate of their value from 1914 to 1919 was 400 millions 
sterling as a minimum. The year 1924 established a new record 
in foreign financing, the public flotations reaching 240 million £, 
only a quarter of which was for refunding purposes. A full list 
of these operations is given. 

When summarising Government loans to foreign Govern- 
ments the author naively remarks that the figures indicate the 
influence wdiich America can exert upon any European country 
with the exception of Scandinavia, Spain and Holland. “ The 
importance of the War Loan obligations wdien it is desired to 
bring pressure to bear upon countries whose national interests 
crossed those of American investors w’as illustrated in 1924 in 
the caso of Roumania. The Roumanian Government enacted 
legislation tending to nationalise its oil supplies. This was 
resented by American oil companies which had invested in 
Roumania.” 

The State Department reminded the Roumanian Government 
that her loan >vas due to be called. “ Similar political pressure 
is possible at any time through these great national loans.” 
And yet our American friends are still nursing a delusion that 
they can pursue a progressive policy of foreign investment and 
at the same time maintain their old policy of aloofness in foreign 
affairs. 

Then follow long lists of loans floated in the American market 
by foreign authorities and foreign connections of United States 
banks. One hundred pages are devoted to lists, under large 
geographic units, showing the holdings in foreign countries; 
e.g. Great Britain is shown as holding in the Argentine nearly 
400 millions sterling, France about 85 millions, and the United 
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States 50 millions. These records will be of use to people engaged 
in the practical business of foreign investment. They are of 
only incidental value to economists. An estimate of the total 
overseas investment at the end of 1924 is 9,000 million dollars, 
of which 4,040 million is in Latin America and 1900 in Europe. 

As a detailed and up-to-date analysis of the most obvious 
American investments in the various countries of the world, 
and as a compendium of the technicalities of contracts in such 
operations, Mr. Dunn’s book has great value, but from the point 
of view of the economist its utility is indirect only. 

J. C. Stamp. 

Das Denische V olkseinhommen. Von Dr. Erich Rogowski. 

(Berlin : Verlag von Emil Eboring. 1926. Pp. 157.) 

We have here a very careful estimate of the National Income 
(Volhscinkommen) of Germany in 1924 compared with that in 
1913. Dr. Rogowski, after a brief discussion of the nature of 
National Capital, of which he holds that no measurement is 
possible, devotes a consideniblc space to the various conceptions 
of National Income. He appears to take as his worlcing definition 
the value of the aggregate of goods jind services exchanged for 
money, together with similar goods consumed by their pro- 
ducers and tlie value of houses owned ])y tlicir occupiers, in Ger- 
many in a year; in the statistical evaluation of this definition he 
is prepared to allow for some arbitrariness of interpretation, for 
“ there is no ^ correct ’ (nchtige) National Income total, and in 
order to be able to judge the results of an investigation, it is 
necessary to know how the conception of income has been 
interpreted.” 

The principal data for the estimate are the Prussian Income 
Tax statistics, which applied to incomes of 900 marks or more, 
and are estimated to include over 75 per cent, of personal incomes. 
Rather hazardous estimates arc made of the amount of personal 
income below this level and of other elements of income, but 
in all such cases maximum and minimum values are given. The 
result for Prussia in 1913 may be written 30,100 i 1,600 million 
marks. There seems no reason to doubt that so far the margin 
allowed is sufTicient to include the unknown errors of the estimate. 
The ground is not so safe when with practically no further direct 
data, but only rough indications of certain elements of expen- 
diture, etc., this estimate is raised 60 per cent, to include the rest 
of Germany, principally on the consideration that the population 
of Germany ^vas 61*6 per cent, greater than that of Prussia, 
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while such indications as there are suggest a lower average 
income outside Prussia. The relative margin of error is not 
enlarged and the income of Germany as a whole is given as 
47,600 ± 2,600 million marks, after a correction for duplication. 
This is 8 per cent, higher than Helflferich’s estimate for 1914, 
which the author criticises. 

The problem of passing from 1913 to 1924 presents similar 
difficulties in many European countries ; while the main sources of 
information are the same, there has been a change of territory, a 
greater element of duplication to eliminate owing to increased 
non-beneficial taxation, a change in the relative position of the 
exemption limit for income-tax, and a fall in the value of cur- 
rency. To meet the first difficulty the estimate is reduced, 
principally by considerations of population in ceded territories, so 
as to give 42,300 i 2,200 million marks in 1913 for Germany as 
constituted in 1924. As to the second difficulty, our author 
appears to take the total of individual incomes arising from 
work and property, excluding small war pensions, and excluding 
interest on part of the National Debt; but neither his tables 
nor his analysis arc cl(\ar in this respect, and the general treat- 
ment is not presented in such a way as to make his analysis 
easy to follow. The change in the position of the exemption limit 
is met by a very careful re-examination of the probable income 
below this limit, the results of which are stated with a sufficient 
margin of error. The 1913 income is raised, after an analysis of 
the relevance of various price index-numbers, by about 40 per 
cent., so that fur Germany as constituted in 1924 the 1913 income 
was 56 i milliard marks, the marks being taken at their 1924 
value. The corresponding estimate in 1924 (for the same terri- 
tory and equally in 1924 marks) is 44 milliard marks. The 
income per head in 1913 was 680 marks of 1913 value, or 950 ± 45 
marks of 1924 value ; in 1924 it was 710 ± 30 marks. The maxi- 
mum estimate is that the real income per head in 1924 was 
80 per cent, of that in 1913, the minimum that it was 70 per cent. ; 
but the fall is not equally distributed and the average real income 
of wage-earners and salaried persons was perhaps up to 85 per 
cent, of the pre-war level. In 1925 there was a definite increase, 
so that the real income per head of all classes reached 88 ± 5 per 
cent, of the pre-war level. 

The work is very carefully done, but there is such a very large 
element of estimate from data that appear to be insufficient, and 
so much depends on correct interpretation and evaluation of 
factors that can only be appreciated by one well-versed in German 
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habits and German statistics, that it is impossible to criticise the 
general accuracy of the results. It seems that the author trusts 
the price-index numbers too readily, and that a priori it is not 
possible to estimate relative real income as closely as the margin 
of 5 per cent, implies. But the conclusion that the real income 
per head in Germany in 1925 was definitely, but not very far, 
below that in 1913 appears to be established. 

A. L. Bowley 

Employee Stock Ownership in the United States, By Robert F. 

Foerster and Else H. Dietel. (Princeton University : 

Industrial Relations Section; Princeton University Press. 

1926. Pp. 174. $2.00.) 

This valuable study comes at an opportune time. Of recent 
years in Britain the question of interesting employees in the 
prosperity of the business for which they work has attracted 
increasing attention. But so far British practice has differed 
sharply from American. In this country it has in the vast 
majority of cases been considered necessary to make profit- 
sharing the stepping-stone to stock ownership. Moreover, the 
Labour Copartnership Association advocates this method, and 
the recent Report of the Royal Commission on the Coal Industry 
recommends it. American practice is more realistic and less 
paternal. There the general aim seems to be to make tlie workers 
ordinary stockholders, and to introduce as little variation as 
possible between the employee stockholder and the “ outside ’’ 
stockholder. Such differentiation as is introduced is designed to 
take account of the peculiar position of the employee investor; 
his smaller income is catered for by arranging the payment of the 
stock by small deductions from w'ages, his greater sacrifice by 
granting greater security, and his smaller reserves by making his 
stock marketable without loss. All the plans are confined to 
individual businesses, few make any provision for profit-sharing as 
the means to copartnership, and none suggest the giving of shares 
to workers merely in virtue of service. I n terms of British thought 
on the subject the typical American plan would be designated as 
“ contributory copartnership.’’ 

This book, with its careful analysis of schemes, and its very 
limited and cautious interpretation of them, is primarily an 
encyclopaedia of present procedure. It is an attempt, and a very 
successful one, to take a snap-shot of an avalanche. For the 
movement gathered momentum only in the years after the 
depression of 1921-22, and stiU seems to be going forward at an 
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accelerated pace. The growth of the movement is attributed to 
the fact that Liberty Bonds, which were bought in large numbers, 
accustomed the workers to save and invest; to the substantial 
increase in the workers’ earnings due to the decline in mass 
immigration, and the improved organisation and technical 
efficiency of industry ; the lessons in saving taught by the instal- 
ment buying so common in the country; and the improved 
investment status of “ corporate securities.” 

The authors, with a modesty that disarms, disclaim any 
pretensions for tlieir volume. The major part of the book 
consists of an analysis of the plans and their results (pp. 6-69), 
and a list and summary of plans (pp. 99-174). Only in the inter- 
vening thirty pages do the authors embark on any consideration 
of policy; their sober and judicial treatment of the subject is 
to be commended to those British observers who seem to return 
from the States blinded with excess of light. On a conser- 
vative estimate the authors calculate that “ substantially over 
700,000,000 dollars ” worth of stock, reckoned at market value 
on April 15, 1926, is held by employees in the companies for which 
they work. In some of the 306 plans studied the employees hold 
the majority of the shares : in the Fuller Brush Company the 
employees own almost the whole of the stock ; in the California 
Corrugated Culvert Company 40 per cent, of the employees own 
95 per cent, of its common stock ; in the Murphy Varnish Company 
30 per cent, of the employees own 75 per cent, of the stock. In 
the great majority of the cases the employees’ investments have 
been profitable to them up to the present time. 

Employers as a rule declare their plans to be “ satisfactory ” 
or “ successful,” and give as their reasons that thrift has been 
encouraged, that better relations are promoted between manage- 
ment and employees, and that the workers are enabled to share 
in the success of the company. Among businesses that have 
considered the adoption of a plan and have decided against it, the 
reasons that have wTighed with them are that the stock was not 
of high standing as an investment, that it was closely held, that 
they were unwilling to assume re.sponsibility for the investment 
of their employees’ savings, or that they did not relish the idea 
of sharing control with their employees. 

The authors’ answer to the usual argument against copartner- 
ship, that it would concentrate the worker’s risks and put his 
job and his savings at the mercy of the same set of industrial 
circumstances, is interesting, if not entirely satisfactory. They 
point out that in many large corporations the modem tendency 
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to amass reserves is lessening the insecurity of their dividends, 
that preference shares may be issued if the future is doubtful, that 
the sense of proprietorship is always most satisfactorily felt where 
tangible things are in question, and that to some extent the 
employee knows his company from the inside. ‘‘Until the 
present,” we are told on p. 89, “ most corporations have created 
no opportunity to buy other securities than those they are 
expressly offering, and no other agency, whether of organised 
labour or of a public kind, has extensively met this need, although 
various promising beginnings have been made.” Wo should 
have liked to hear about the part played by the Labour Banks, 
and of the other promising beginnings referred to. 

As a clear, impartial statement of American practice this book 
is unrivalled, ^J’ho reviewer’s plaint can only be that the authors 
have allowed themselves too little speculative liberty, and in that 
little have been so careful to balance each pro with its opposing 
con that criticism is forestalled. The nature of the book demands 
an index, wdiich unfortunately has not been supplied. 

James A. Bowie 

School of Technology, 

Manchester. 

Family AUoivances in Practice : an examination of the develop- 
ment of the family wage system and of the Compensation 
Fund principally in Belgium, France, Germany and Holland. 
By Hugh H. R. Vibakt, M.A., N.Litt. (London : P. S. 
King & >Son, Ltd. I02G. OJ.) F.S.S. 

Family Income Insurance : a scheme of family endowment 
by the method of Insurance. By Joseph L. Cohen, M.A., 
with a preface by Eleanor F. Rathbone. (London : 
P. S. King & Son, Ltd. 1926. 1.5. net.) 

The question of family allowances in industry in this country 
has hardly as yet been brought into the realm of practical indus- 
trial and political consideration. Hence these two books, follow- 
ing closely on the Dismherited Family by Miss Rathbone, afford 
very valuable contributions to the study of the subject, and not 
tlie less so because they make the reader aware of the many 
problems connected with it which still remain to be solved. 
The first book deals in detail with the method of Family Allow- 
ances widely adopted on the Continent, by pools or “ Caisses de 
Compensation,” cither regional or industrial, and by the direct 
payment of children’s allowances by the State to Civil servants, 



1927] VIBABT : FAMILY ALLOWANCES IN PRACTICE 


97 


and by a very large number of municipalities to their employees 
as a form of “ cost of living ” bonus. The second advocates 
the payment of children’s allowances as an extension of the 
already existing social insurance schemes, regarding the advent 
of children as another “ risk ” to be added to that of unemploy- 
ment, sickness, etc. Cohen has worked out very useful 

tables showing approximately what payment might be necessary 
from the State, employer and employed respectively, under the 
twelve different schemes of allowances which he outlines. These 
contain variations from a flat rate benefit of Qs. for each child 
under sixteen, to varied benefits of 6s. for the first child, and 35. 
for each successive child under fifteen. There arc many other 
possible variations which are not mentioned, such as the payment 
of no allowance at all or at a very low rate to the first child, with 
an increasing rate for further children — which is a very common 
practice abroad — and, on the other hand, limiting the allowances 
to four or five children, in order to meet the criticism that the 
lowest paid workers will otherwise be tempted to have even 
larger families than at present. 

Mr. Vibart’s book may bo divided into tlircc parts. The 
first is an attempt to analyse the basis of the present wage system 
with a view to showing that the payment of family allowances 
in addition to wages would not introduce a foreign element, but 
ohly a scientific development of the factor of needs already existent 
in varying degrees in all wage negotiations. The second part 
gives a full historical descri^Hion of the schemes in Europe to-da}^ 
The third uses the experience of these schemes to meet many of 
the criticisms that any suggestion of this kind draws upon itself. 
With regard to the latter part, one is rather bewildered by the 
many points of difference in the schemes, and Mr. Vibart does not 
give the reader much help in deciding which of them is to be 
preferred. These chapters might be more valuable if the material 
in them was more co-ordinated under definite headings. To take 
one point alone, where regional schemes have been started, how 
have they overcome the difficulties that seem so insuperable here, 
and what reason did those employers whom Mr. Vibart quotes as 
speaking in favour of them give for doing so? However, this 
part is of great value in its indirect suggestions as to the pitfalls 
to be avoided if any scheme is to be acceptable to the workers 
in England. 

It seems certain that the workers abroad have no wish to 
return to the days when there were no such scJicmes, although 
they are anxious to take them out of the control of the employers’ 
No. 145.— VOL. XXXVII. II 
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associations. In a majority of cases the payments are made 
direct to the mother, and this has produced no discontent on the 
part of the workers; it may even have made the scheme more 
acceptable to the bachelors. Where they are paid to the workers, 
special care is taken to separate them from the wages. 

At a time when it is becoming increasingly difficult, particularly 
in the competitive trades, such as coal, engineering, etc., to pay 
a wage to every male worker sufficient to cover the needs of 
even the married men with families of two and three dependent 
children, it seems vital for the future of the race to examine more 
closely the whole basis of w^ages. Hence the immense value of 
Mr. Vibart’s third chapter, which, however unorthodox it may 
appear to some economists, seems to throw an element of reality 
into the discussion of wages which is sometimes lacking. He 
maintains that in scarcely any wage settlement is the “ needs ” 
factor entirely absent, and that it is the interplay of three elements, 
the capacity of an industry to pay, the output of the worker and 
the needs ” of the worker, that ultimately determines wages. 
This third element is complicated by the varying needs of the 
individual worker according to whether ho has dependents or not. 

The amount of influence that this can exert depends very 
largely on the strength of the workers’ organisation, unless a 
Trade Board exists, wffien it no doubt plays a rather more import- 
ant part. Arguing from the practice of Trade Boards, he urges 
that the introduction of schemes of children’s allow^ances in 
industry would only apply this factor of needs scientifically and 
justly, as between men and women, young and old. The present 
system already applies the “ factor of output ” quite unfairly 
as between men and women who are doing identical work, on the 
ground of needs ; but are the needs of a bachelor more than those 
of a widow with children to support, or a woman with parents or 
an invalid husband in her care? Arguing by analogy, there 
seems nothing inherently unreasonable in discriminating between 
the married worker with dependent children and the worker 
without dependents. The principle is conceded with regard to 
unemployment benefits, where industry collectively sets aside 
certain sums for this purpose, and the worker receives them not 
according to his output, but according to his needs. The problem 
is more acute to-day, as Mr. Vibart shows, because marriages are 
later, and the proportion of married workers who have children 
in any number is much smaller ; and it is therefore increasingly 
difficult for the family income to maintain a standard which is 
largely set by the childless families. The still high rate of maternal 
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and infantile mortality and the physique of a large proportion 
of the children in the national schools point to the same fact. 
Mr. Cohen stresses the fact that the family income should con- 
sist “ of the competitive wage of the bread-winners, together with 
an extra amount provided in respect of dependents.” But it must 
not be overlooked that whether an employer pays money into a 
pool for the payment of allowances, or pays it in insurance 
premiums, the amount will in either case enter into the ” cost of 
production.” Knowledge of the facts of an industry, as Mr. 
Vibart points out, is the workman’s only safeguard against 
exploitation both now and under any scheme of insurance or 
industrial pool. Also any scheme must in the long run involve 
a redistribution of wages among the wage-earners, in favour of 
the married man with dependent childi’en, just as sick or unem- 
ployment insurance involves redistributions in favour of the sick 
and the unemployed. The reader, after studying both these 
books, must consider which method is likely to be most acceptable 
to employers and workers in this country and have the least 
harmful reaction on production generally. On these points the 
writers give us little help. There is very much to be said for 
letting industry be responsible for its own workers ; but, on the 
other hand, the nation as such undoubtedly has a responsibility 
to see that all its children are properly fed, and for practical 
purposes increased taxation is a difficult thing to contemplate 
in the near future. It is clearly time that this country seriously 
considered the whole question of family allowances, with a view 
to finding what scheme could be effectively worked here. Both 
these books should give a fresh impetus to the discussion. 

E. D. Layton 

A History of American Immigration, 1820-1924. By George M. 

Stephenson, Ph.D., University of JVIinnesota. (Boston: 

Ginn & Co. 1926. Pp. 316. 10s, Od. net.) 

Principles and Practices of Co-operative Marketing, By E. G. 

Hears and M. 0. Tobriner. (Boston : Ginn & Co. 1926. 

Pp. viii -f 680. S3.20.) 

It is not mere chance that an economic historian transplanted 
from England to the New World takes special interest in the two 
problems of Immigration and Agricultural Co-operation. For 
the one deals at its origin with the mass movement of persons 
across the ocean ; and the other at its conclusion witli the methods 
of large-scale marketing developed by the modern farmer for the 
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profitable disposal of his produce at home or abroad. In Canada 
the complementary relation is more precise ; for in recent years 
much of the immigration and all the assisted male migration have 
been with a view to land settlement, and to the farmers of the 
Canadian West the overseas market is vital. The problems, 
therefore, in Canada are twin problems. But in the U.S.A. the 
distinguishing features of the New Immigration, which was the 
great majority of all immigration between 1890 and 1914, are 
that it came from the agricultural regions of East and South-east 
Europe, and that the bulk of it went into industrial or mining 
areas — over 80 per cent, to a North-eastern zone, which is only 
18 per cent, in area of the continental United States. This fact 
was America’s post-war immigration problem ; for the Oriental 
problem was solved by exclusion — of the Chinese in 1882 and 
of the Japanese by the so-called Gentlemen’s Agreement in 1907. 
The legislative prohibition of 1924, though it wounded Japan’s 
feelings, did not alter any fact. And as regards agriculture, most 
of America’s farming population is of native or “ old immigration ” 
stock, and the domestic market, by contrast with that of Canada, 
is to-day the market of outstanding importance. 

This History of American Immigration is an adequate specimen 
of what is called in America a College Text, with the usual good 
bibliography. After a brief and compact survey of the several 
streams of immigration, nation by nation, our author traces the 
impact on party politics and the role, usually passive, which the 
immigrant has played in the party game. Then follow the three 
best chapters in the book, setting out the sequence of regulation, 
which produced over the veto of President Wilson the Literary 
Test of 1917 : itself a stepping-stone to the drastic post-war 
legislation of 1921 and 1924. By these acts immigration is 
limited to a percentage of the foreign-born of each nationality 
already in the States ; 3 per cent, according to the census of 1910 
under the earlier Act, and 2 per cent, according to the census of 
1890 under the later Act. The policy of limitation and of favour 
within the limit to British and North European stock is carried 
still further by the last minute amendment to the Act of 1924, 
which will take effect in July 1927. This limits the total to 
160,000, as against 162,000, the 2 per cent, of 1890 ; and by being 
based on national origins, instead of foreign born only, it favours 
still further the British Isles ; for the descendants of the Pilgrim 
Fathers and their generation are numbered now by millions. 
Since vacancies in the quota when not filled cannot be carried over, 
and since the British Isles will quite probably not be able to 
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supply their quota either directly or intermediately through 
Canada every year, the probable result will bo to keep immigration 
well below the 150,000 mark — a notable contrast with the 1| 
millions of 1907 or 1914. The employers and the new Immigrants 
are naturally opposed to the restriction, but the employers have 
no chance against national feeling, and it is hoped that the new 
immigrants of pre-war days will bo sufTicicntly Americanised in a 
few years to endorse the national view-point. If wo are to 
criticise Mr. Stephenson, it is that ho is so very sedate and non- 
committing. It Ls surface cultivation of a soil that is deep and 
angry; and so his book is less interesting than (to take one of 
many others) P. Koberts’ New Immigration (1912), which, though 
frankly a plea for the open door, and already proved false in 
forecast of policy, nevertheless digs into the realities of the 
immigration process and its economic significance to American 
industry. Part III of ]\Ir. Stephenson’s book, Oriental Immi- 
gration, is hardly more than a bald survey of the leading incidents 
with a little very gentle criticism of the intolerant attitude, common 
to America and the principal British Dominions, and sadly opposed 
to the Christian ideals which the white men of these parts profess. 

In Principles and Practices of Co-operative Marketing y Messrs. 
Moars and Tobriner have attempted a more difficult task, which is 
tile analysis, by subjects — Fundamentals, Law, Business Practice, 
Regional Characteristics — of that profoundly interesting and 
mainly post-war growth. Agricultural Co-operation in the U.S.A. 
One of the authors having special legal knowledge, the chaj^ters 
on constitution of societies and co-operative law are very good ; 
and as the co-operative legislation of the different States varies 
considerably, this is important. The chapters on Business 
Practices (Handling, Financing, Marketing, etc.) are also good, 
for here America understands, as perhaps no other country, what 
she is about ; and though, in fact, there Ls genuine idealism in the 
movement, American co-operators themselves, mindful of 
Utopian wrecks in the past, are among the first to stress the 
business side. In America you must “ sell ” co-operation, the 
genuine article no less than the false. A book such as this, with 
its detailed figures and charts, is only possible through the 
admirable co-operative compilations of the Bureau of Agricultural 
Economics at Washington; and the lack of similar work at 
Ottawa is for Canadians a very sad thing, seeing that the Wheat 
Pools are making history even more decisively than have the 
Californian Fruit Growers and their many imitators in the field of 
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pcrisliablc fruits. The authors write from the Pacific Coast, but 
one of them is an Easterner by training and previous occupation, 
and thus tho balance is well preserved. As they urge, co-operative 
marketing in the States is much more than tho California Plan, 
which itself is not one plan but many ; and they are shrewd enough 
to abstain from a futile balancing of the federal with the unitary 
organisation and selecting one, regardless of time, place and 
commodity, as more truly co-operative. Nevertheless their book 
does not make easy reading, especially for a foreigner, for its 
580 pages are loaded with figures, percentages, and excerpts from 
the practice of individual societies, so that tho reader at times can 
hardly see tl\o wood for the trees ; and they tabulate opinions with 
the same ruthlcssness as they tabulate facts. Professor A gives 
ten reasons for co-operation and three against ; Professor B, seven, 
and so on. Moreover, it seems to us that when tho authors go 
outside their own field, which is co-operative marketing in tho 
U.S.A., they are superficial. Thus, on p. 93 an analogy Ls 
attempted between the industrial union and the craft union on 
the one hand, and the commodity organisation and locality 
organisation on tho other. But the craft union is, first, not a 
locality organisation. It is the national organisation of a single 
craft, cutting across the vertical organisation of tho productive 
sequence. And again (p. 226), those agricultural co-operatives 
(such as the Canadian wlicat growers and tho Californian dried 
fruit organisations), which dispense u ith capital stock, arc wrongly 
contrasted with the “ Rochdale scheme of Consumers’ Co- 
operation,” in which, of course, caintal stock is present. Tho 
Rochdale schemt is not in essence this plan of cash payment 
coupled with the issue of capital stock.” The essence is the 
dividend on purchases ; and when, as with tho Canadian wheat 
growers, the market oj^erations are financed by the withholding 
of payments and all the proceeds of the crop, some sums needed 
for income and w'orking expenses are returned to tho farmer in 
proportion to his deliveries. Then there is a very genuine 
analogy between the patronage dividend of the store and ” profits 
back to the grower.” For both avoid the situation which is 
fatal to all genuine co-operation — a disharmony between capital 
ownership and the use of the co-operative by its members. But 
it is ungracious to stress the shortcomings of a book which fills a 
difficult gap better than any other to date, which is judicious, 
sensible, and amply documented, and which will at any rate 
consign to the dust-heap some of those anti-co-operativo trade 
publications which “ tho trade ” so readily bestows upon seekers 
after co-operative light. C. R. Fay 
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Marketing of Agricultural Products. By James E. Boyle, Ph.D. 

(McGraw-Hill Publishing Co., Ltd. 1925. Pp. viii -|- 479. 

175. M.) 

At the present time there is no problem the solution of which 
would do more to strengthen the economic position of the British 
farmer than that of the elimination of inefficiency in the marketing 
of his products. This is true, also, in varying degree of most 
countries, for in spite of the fact that the principles underlying a 
sound system of distribution have long been determined, and that 
these are clear and precise, their practical application presents 
many difficulties which have still to be surmounted. In all the 
more civilised countries of the world, the organisation of the 
distributor has proceeded more rapidly than that of the agri- 
eultural producer, and in Britain, particularly, the farmer has 
been less quick than the trader to learn the advantages of com- 
bination wffiich wartime control of distribution emphasised so 
strongly. Take the case of meat. Meat is still marketed on the 
hoof by individual feeders in their nearest market, where it is 
bought by organised middlemen who have learned the folly 
of cut-throat competition. The farmer, in fact, still follows 
traditional practice, which was evolved when the district of which 
his market-town is the focus was more or less self-sufficing, and 
which takes no account of the complex changes introduced by the 
development of great centres of consumption.^ Take, again, the 
case of milk. Here the producers have combined so as to bargain, 
with on(i voice, with the organised distributor. But the pro- 
duction of milk for sale as such is twice the quantity required by 
the public for liquid consumption, so that the effective control 
of price is in the hands of that party to the bargain who is equipped 
to manufacture the 50 per cent, of surplus. This is the distributor, 
not the producer, and the organisation of the latter for purposes 
of price-fixing is stultified.^ 

It is paradoxical, but true, that efficiency in marketing is the 
more difficult to secure as good markets abound. Thus, the 
Danes, with no outlet at home for the bacon and butter which they 
produce in great quantity surplus to their own requirements, 
have been compelled to organise a highly efficient marketing 
machine in order to find one overseas. The same is true of 
Californian garden produce. In this country, on the other hand, 
where the farmer cannot produce one-half of the food require- 

^ See F. J. Prowett, 2Vtc Marketing o/ Farm Produce: Part I. Live-stock 
(Oxford University Press). 

• Prowott, op, cit., Part II, Milk, 
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merits of the people, the ease of sale acts as an effective deterrent 
to the organisation of an efficient system of distribution. 

Dr. Boyle’s study of agricultural marketing is based exclusively 
on American experience. It is divided into two parts, “ Prin- 
ciples ” and “ Programs ** (i.e, practice). Under the former head 
ho discusses all the fundamental questions : the effect of the 
consumer’s preference ; the place of the middleman ; problems of 
transport; grading, standardisation, and so forth. After pro- 
ceeding to consider other marketing principles, such as pooUng, 
and the problem of surplus production (“ there is the stubborn 
fact that the human stomacli can be expanded very little ”), he 
concludes the first division of his subject with chapters deahng 
with the distribution of jiarticular commodities. 

Three-quarters of the book are absorbed in this way, “ Pro- 
grams” occupying the smaller part. Under this head Dr. Boyle 
has much to say about Co-operation, and he has no illusions about 
it. “It is not a question of how much nervous joy or spiritual 
exaltation may bo had out of co-operative selling, but the plain, 
cold business question of net cash returns.” At the same time 
he claims that the United States leads the world in most forms 
of agricultural co-oporation. 

It is not possible to comment on Dr. Boyle’s book in any 
detail here. It represents an immense amount of careful work, 
but it would be none the less valuable if it were heavily cut. It is 
overloaded with statistical matter, useless in this connection 
(“ robbery ” accounts for 0*08 per cent, of the loss of live-stock in 
transit), and with analogies and comparisons with other industries 
which tend to take the reader’s mind off the main subject — 
agriculture. To the British reader discussions of market specula- 
tion in food products are a little unreal, and the long lists of 
questions for students with which each chapter concludes are 
typical of the country of origin. On some important points, too, 
Dr. Boyle seems rather to shirk the difficulty presented. At the 
present moment the problem of manufacturing surplus milk 
dominates the milk marketing position in England. “ Who can 
operate the manufacturing business more efficiently, farmer or 
dealer ? ” asks Dr. Boyle, and leaves it at that. But these defects 
only serve to emphasise the general usefulness of the book for the 
purpose with which it was written, namely, that of a handbook on 
marketing for agricultural students. 

C. S. Orwin 

Institute of Agricultural Research, 

Oxford, 
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Combination in the American Breud Industry, By Carl L. 
Alsbero, Director, Food Research Institute. (Stanford 
University Press, California. 1920. Pp. v + 148. Price 
$ 2 .) 

The Food Research Institute was founded by the Carnegie 
Corporation of New York in 1921 in conjunction with the Trustees 
of Leland Stanford Junior University, California. It has already 
publislied a valuable series of “ Wheat Studies,’* and the present 
publication is the third dealing with the baking industry in a 
miscellaneous series. The Director has now adventured into a 
region of which little is known except that for the last two years 
it has been in a condition of rapid change, and has performed the 
invaluable service of showing us the progress of combination 
while it is still in course of development. 

At first sight the baking industry does not offer a favourable 
ground for combination. Bread-baking, taken separately from 
biscuit manufacture, is a widely-dLstributed, small-scale trade. 
Despite the advances in the application of baking machinery, “ the 
most important step in the bread-making process, fermentation, is 
of necessity a small-scale operation,” and, therefore, “the large- 
scale manufacturer can achieve mass production only by multiply- 
ing small units.” Examination of the figures of the United States 
Census of Manufactures for 1919 shows that the value of product 
per wage-earner was greatest in tlie baking industry for the 
group of 1001 establLshments with outputs between $100,000 and 
$500,000 and employing on the average under 24 persons; the 
value added by manufacture per wage -earner grew, it is true, with 
the growth of the establishment in size, but slowly, being $2963 for 
the group just mentioned and $3450 for establishments with an 
output of $1,000,000 and more. Difficulties of superintendence 
are very great in the large bakery, and the necessity of distributing 
the bread in a fresh state 2)rohibits marketing over a wide area 
from a central institution. 

There are, consequently, technical limits to the size of bakeries ; 
but the question whetlier there are limits to the size of a cor- 
poration operating a chain of bakeries is still open. “ The 
principal advantages of centralization of management,” concludes 
Mr. Alsberg, “ will come from pooling of purchases, from better 
technical control of manufacturing operations, from the possibility 
of comparing a large number of plants. Against these must be 
balanced the danger that a large number of plant managers each 
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as big as the nearly independent character of his position demands 
cannot bo secured.” 

There were about 25,000 bakeries in the United States in 1920, 
and in 1917-18 over 800 baking plants were operated by concerns 
having two or more establishments and doing about 27 per cent, 
of the commercial baking of the country. Some bakery enter- 
prises were of considerable size even before 1900, and they grew 
not by combination but by the building of new plants, by purchase 
of competitors, and by purchase of plants to secure an entry into 
new territory. From about 1907 there occurred consolidations 
of competing bakeries, either voluntarily or under the compulsion 
of creditors, in order to avoid the results of cut-throat competition. 
Shortly afterwards began an “ efficiency ” combination ” aiming 
to bring under one management bakeries in different cities.” 
Both movements still continue, but the period for which tlicy were 
characteristic ended in 1922. A new stage in the evolution of 
the industry in the United States ” was opened in 1923 by the 
formation of the first holding corporation in baking, The United 
Bakeries Corporation. An intricate series of formations, 
purchases, and sales followed, in all of which the Ward family 
were prominent. By the end of 1925 there were three quite 
large combinations, the Continental Baking Corporation, the 
Purity Bakeries Corporation, and the General Baking Corporation, 
besides the Southern and some other smaller but important 
consolidations. There was also the Ward Baking Corporation 
and large wholesale and retail concerns mainly local in character. 

There is no evidence of interlocking directorates, though certain 
of the combinations have some officers that were formerly closely 
associated witli some of the officers of other combinations. More- 
over, there is evidence of substantial stock ownershi]) by the 
same persons in a number of different combinations.” 

The available particulars regarding the different companies 
or corporations are given in an appendix. It is difficult to measure 
the position which the baking combinations hold in the industry, 
but it is far different from that of the two companies which 
produce about 65 per cent, of the output of biscuits in the States. 
Mr. Alsberg concludes that commercial baking will grow with the 
growth of population and at the expense of home baking. 
Monopoly is ” extremely unlikely ” owing to the difficulties 
already described. “ Nevertheless it is evident that bakery 
combinations are likely to be a success for a time, because of the 
low average efficiency of the industry as a whole.” With growth 
in efficiency success will lie with bakers operating plants close to 
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the optimum size, the size of the concerns and the number of 
plants they own varying with the managerial a1)ility of the owners. 
Chain grocery stores that sell bread as a leading line may also 
increase the practice of baking their own bread. 

• There is not much information as to tlio character of the 
financing of the bakery mergers, though over-capitalisation, in 
some cases at least, is certain. The prospect for investors 
depends on tlie management, -which at present seians to be able. 
Mr. Alsberg does not think that consolidated buying is likely to 
alTect the miller detrimentally, still less the wheat farmer. 

“ Vertical integration ” of baking with milling he docs not regard 
as in the present line of development or likely to bo profitable. 
With regard to the public, the “ most probable benefit is the 
speeding up, through sliarpening competition, of the achievement 
of greater etficieiicy by bakers in general — a process of evolution 
already going on. . . . On the other hand, there is no certainty 
that the great concern will speed up progress. The larger 
independents are quite as likely to force etliciency and progress 
on the combine as the other way round. On the other hand, there 
seems as little likcliliood of results antagonistic to the public 
interest. There seems to be little danger of monopolistic price 
control, of objectionable policies toward labour, of serious danger 
to millers or wheat growers. Tliere nia}^ be great disappointment 
of investors.” 

Mr. Alsberg fear.s that his essay will satisfy nf ither pro- 
gressives nor conservatives,” but he can, in any event, comfort 
himself with the reflection that he has succeeded in his purpose, 
“ to furnish the reader with a sound basis for forming a reasoned 
judgment.” 

H. W. Macrosty 

The Tariff on Wool. By Mark A. Smith. (London : Allen & 
Unwin. 1926. Pp. xxii + 350. 105.) 

The present volume on The Tariff on Wool is one of the series 
issued by the Institute of Economics, and, like other studies in 
the same series, is inspired by the laudable motive “ of ascertain- 
ing the facts about current economic problems.” From the 
Director’s preface it is gathered that the Institute has undertaken 
an analysis of the entire American system of customs duties, and 
that as a method of approach it will in the first place publish a 
series of special investigations on the tariff as it affects particular 
lines of production, of which indeed one has already appeared. 
Mr. Smith’s work might therefore be described as a footnote to the 
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eternal controversy on Protection and Free Trade — a bulky and 
somewhat exhausting footnote, it is true, and perhaps, like other 
footnotes, in danger of being neglected by the reader who prefers the 
loss gritty flow of words in which the general arguments on the 
two sides are usually pitted against each other. Nevertheless, 
to those countries which are blessed wdth a tariff, tariff questions 
are pre-eminently practical questions of administration with a 
record of oscillations, sometimes fairly rapid oscillations, between 
different altitudes of tariff. Granted, then, a sufRciently acute 
observer and chronicler in that economic laboratory which is 
constituted by the United States Tariff Administration, it ought 
to be possible, quite apart from any general argumentation, to 
deduce what have, in fact, been the consequences, to the nation 
and to groups of individuals, of the tariff on particular 
commodities. 

Mr. Smith’s careful study is, very logically, divided into three 
parts. There is, first, an account of the sheep industry through- 
out the w^orld ; secondly, there is a narrative of the history of the 
wool duties, and thirdly, a discussion of present problems. Wool 
is the product of the sheep, or, to be more precise, it is, as every 
first-year student know's, a joint product of the sheep along with 
mutton, and to a large extent the development of the sheep in- 
dustry has been dominated by the fact that the sheep yields joint 
products. Broadly, the history of the sheep industry in America 
has been marked by a migration of sheep westward, the range 
system of breeding, primarily for wwl, being replaced by a system 
under which sheep tend to become a by-product of general farming 
and to be viewed as potential mutton rather than as potential 
wool. This inevitably is accompanied by a change in the breed 
representing the “ mode ” in sheep, the merino being driven out 
by the cross-bred. The consequence is that in America the pro- 
duction of wwl is no larger than it was thirty-five years ago. Nor 
is this phenomenon confined to America. Speaking generally, 
and subject only to minor qualifications, the tendency is towards 
a shrinkage of the wool supply of the w^orld. 8o far as the tariff 
question in the United States is concerned, this means that the 
severity of foreign competition tends to be correspondingly 
mitigated. 

The detailed history of the Wool Tariff, wdio may read and 
remember ? In recent years wool was placed upon the free list 
in 1894, and so continued until 1897. The abolition of the tariff 
was certainly followed by a very considerable diminution and 
neglect of sheep, but it may be that this is merely to be regarded as 
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the culmination of a series of events which was in any case diminish- 
ing the profits of sheep. Mr. Smith’s view is that down to 1913 the 
effect of the tariff was overshadowed by other and more general 
forces, such as the competition with other kinds of farm enter- 
prise and the increased use of cotton and shoddy. The duty on 
wool was again abolished in 1913, but, the war supervening with 
all its complications of Government control, no legitimate infer- 
ences can be drawn as to the consequences of this step. 

It is round the emergency tariff of 1921 and the Tariff Act of 
1922 that the present controversy centres. This latter Act, 
by which the rate was finally fixed at 31 cents per scoured pound, 
gives wool a greater measure of protection than has prevailed at 
any previous time, apart from the minor exception of the emer- 
gency tariff. It is also a notable measure, because it revises the 
old-established classification, and it is further designed to abolish 
the “ concealed protection ” to the manufacturer resulting from 
the compensatory duties on woollen goods, which had got out of 
gear at an early period in their history. What (and hero we 
come to the third part of Mr. Smith’s dissertation) has been the 
effect of the tariff ? What, in view of these effects, should future 
policy be 1 

At this point wc touch more closely on matters which are of 
common concern, and perhaps for most readers the interest here 
will be occasioned by a question which will inevitably arise in 
his own mind. Ostensibly confined to the particular case of wool, 
how far are these arguments of general applicability, with almost 
as much point in the main argument on Protection as in 
an exemplificatory footnote? Here, as elsewhere, there are 
divergent views, occasioned by divergent interests, by varying 
emphasis on long-time and short-time policy, and by other 
considerations. Here, as elsewhere, it is true that there is “no 
permanence in industry, even in the absence of tariff revision ” 
(p. 189). It is probably true in all cases (although it is hero 
argued with much cogency in the particular case in question) that 
there can be no scientific basis to determine the amount of a duty, 
and that “ the difference in the cost of production at home and 
abroad ” (p. 194) is a deceitful guide and that others are equally 
illusory. The “ pyramiding ” of increased cost is no doubt also a 
common feature. Probably indeed the two considerations which 
are peculiar to wool — and they are of the utmost importance 
are those already noted ; firstly, the natural world- wide tendency 
towards a shrinkage of the wool supply occasioned by sheep sink- 
ing to a by-product of general farming, and secondly the fact that 
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the returns for sheep are derived jointly from wool and mutton. 
For this latter consideration means that if the producer, under the 
stimulus of a tariff, raises more sheep, they will incidentally produce 
more mutton. What they may gain as the result of higher prices 
on tlie one commodity they may lose by the glut occasioned in 
the other. The general summing-up of the essay is heavily in 
favour of free imports of wool, tempered by a recognition, which 
almost sounds like an echo of Adam Smith, that the fact must 
bo faced that there is at present a duty,” and that “ reduction 
would bring loss to all engaged in sheep raising, and to some it 
would doubtless bring bankruptcy (p. 285). In conclusion, it 
may be permissible to recall the findings of Professor Taussig, 
written some years ago, before the more recent changes in the 
American tariff. “ Surveying the situation as a whole,” he said, 
“it is difficult to see any ground for the maintenance of duties 
upon wool except that of extreme and even fanatical protection- 
ism,” and then, after a summary which is strikingly in accordance 
with that of Mr. Smith, ho added, that “ if foreign supply is ever 
admitted to be advantageous, it must bo so in the case of wool.” 

Alexander Gray 

The University, 

Aberdeen, 


The American Wool 3Iamifacture. By A. H. Cole (Cambridge, 
Mass. : Harvard University Press. 1926. 2 vols. §7.50.) 

This is a history, economic, technical and commercial, from 
the earliest times, with a description and analysis of existing 
conditions. The technical thread is so closely twisted with the 
others that it is not quite easy to review the book without assuming 
knowledge of ring-doffers or Noble combs. But the main technical 
conclusions of interest to economists can be isolated. They are, 
that in what may be called the American woollen age, down to 
about 1850, America made very important contributions to the 
mechanism of the industry — Dorr’s shearing machine of 1792; 
Goulding’s “ doffing ” and “ condensing ” arrangements of the 
*20’s, as a result of which the wool could go straight from the 
carding engines to the spinning, without going through the 
intermediate process of “ slubbing ” on a “ billy ” ; and Cromp- 
ton’s “ dobby ” loom for fancy weaving of 1839-40. Sub- 
sequently, when America took over the modern worsted industry 
whole, she took European machinery, already very highly 
developed, and continues to use it. In 1910 (II. 82) all the 
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“ French ” combs in use were foreign built. So were 85 per cent, 
of the Noble (English) combs and 95 per cent, of the gill-boxes, 
which come between the comb and the spinning frame in the 
Bradford system of spinning. All that America has done latterly 
on the mechanical side has been to adapt the Northrop automatic 
loom for plain weaving. 

Mr. Cole stresses the fact that, in the evolution of the American 
industry, only two types of organisation have really been repre- 
sented — household industry and factory industry. There wa; 
neither a real handicraft nor a real outwork stage, though there 
was true handicraft in the early worsted manufacture (I. 10). It 
was to a country with household industry that the notorious 
English Act of 1699 applied. Mr. Cole finally disposes of the 
many misconceptions about that Act, with some of which Professor 
Ashley dealt long ago. It was “ harmless,” and the difficulties 
of administration rendered ” it “ still more innocuous ” (I. 43). 
There really never was the basis of an export trade from states 
where so very little cloth was made for market, so much on the 
farms for family use. When factories began, after independence 
had been won, they generally started at the small fulling mills 
which had been set up in the more densely populated districts for 
the convenience of the household industry. To fulling machinery 
the new carding machinery might be added — and so forward. 
Much of the capital came, as so often in history, from commerce 
(I. 227). Meanwhile the towns and the w’ell-to-do bought 
imported cloth, as did the plantation-owners for their slaves; 
though there was a little slave industry and plenty of rustic 
white household industry in the South. The early mill-owners had 
the trouble in getting labour which one would expect. We hear of 
pauper ’prentices from the New York Almshouse about 1815 
(I. 235) ; more often of the hiring of whole families who are lodged 
in homes belonging to the employer. By 1830 there were a few 
really big factories (262 employees is the highest figure given), 
many small ones, and a household industry which still supplied 
well over half the country’s needs (I. 261). 

The worsted factory industry only really began between 1859 
and 1869, after all the critical inventions had been made in 
Europe. Its rise inevitably brings the tariff on to the stage. On 
tariff matters Mr. Cole is deliberately non-controversial. He 
treats the tariffs just as data and discusses their influence. On 
the whole he tends to minimise it. Things, hke the dechne of 
broadcloth, were attributed to a “ free-trade ” tariff which were 
really due to something else. The tariff helped the late nineteenth- 
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century worsted industry ; but more important were the technical 
and commercial changes which gave America good supplies of 
combing wool. When only long wool was combed her position 
had been very disadvantageous. But Mr. Colo does not under- 
estimate the importance of the terrific Republican tariffs of the 
last thirty years : “ no considerable portions of the manufacture 
could as yet stand the full and direct competition of foreign 
industries ” (II. 37). But for the tariff “ we’d shut ’em up in a 
week,” the more concise Yorkshireman used to say. 

It is impossible here to summarise at all fully the thorough 
analysis of existing conditions given in Vol. 11. Hours are now 
down about to the European level. Trade Unions are very weak. 
The personnel is hardly 100 per cent. American. Localisation is 
marked, especially of wool dealing and the worsted industry in 
New England. Marketing is dominated— >as was to be expected — 
far more than in England by the bulk demand of the wholesale 
clothiers and the department stores. Golf and motoring have 
caused a revival in the manufacture of woollens— tweeds and 
overcoatings. The production of worsted tops for sale has made 
great progress in the last twenty years, but the English type of 
top-maker has not developed. The sanguine attempt of the 
American Woollen Company to create an export trade, in 1917-19, 
met the fate which might have been expected. In 1921 the 
Products Company, formed to carry it on, was liquidated (II. 243). 
About the great Woollen Company itself, not a monopoly but a 
dominant force in the market, Mr. Cole lias much to offer ; but 
as “ the data published ... are not adequate to give basis for 
very definite conclusions ” (11. 247) about its earnings, one rises 
from the meal imperfectly fed. 

A book of learning and of the greatest interest to what one 
might label a textile economist, but perhaps a little diffuse both 
in structure and style. It is rare to find a gap in an American 
bibliography, but Mr. Cole has missed James Burnley’s History 
of Wool and Wool-combing and Professor Daniel’s Early History 
of the Lancashire Cotton Industry, The latter would have helped 
to solve an obscure little technical problem in which he is 
interested— the origin of the “ billy.” 

J, H. Clapham 

King's College^ 

Cambridge, 
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Der Weltmarkt 1913 'iind lleute. By Dr. Hermann Levy, Berlin. 

(Tcubncr, Leipzig and Berlin. 1926. Pp. 116.) 

Dr. Levy is not unknown to readers of this Journal,^ and 
his present book, from its subject, may well have an even better 
reception than his previous economic WTitings. It is a remarkably 
clear and sane survey of the industrial, eommercial and fiscal 
effects of the War, with enough and not too much on the currency. 
Where political matters come in, as is unavoidable now and tlien, 
they are discussed without animus. The present chaos (says our 
author, p. 101) was foreseen by no one. Some of us, however, 
remember how impressively Viseount Crey foresaw it and 
imi)rcssed it on us, at the very outset of the AV'ar. 

We need not reproduce the details from the book before us. 
Suffice to say that Dr. Levy gives us a painfully frank picture of 
facts painfully familiar to us all. One leading cause, he says, of 
the continuance of the ])res(‘nt trouble is the desire that seems 
to possess every nation, small or great, oriental or occidental, to 
stand alone economically, to secure an impossible and uneconomic 
independence of all the rest of the world. This struggle for 
Selbstversorgung (p. 73, etc.) is seen in the English Safeguarding 
Acts and CVjlonial ])olicies; it is seen in the endeavour of the 
United States to shake themselves free industrially and co]]i- 
mcrcially from Europe (Enleuropaisicnnig, 75 scg.). The 
author makes full allowance for the spur given by the War to 
inventions {e.g. of substitutes for imported materials and imple- 
ments). Many of them have survived the War and might have 
remained with us without any j)erverse new policy to account for 
their remaining (p. 40). But, he says, if this were all that had 
happened, there would have been a bent towards cheapness and 
less cost, whereas the outstanding fact is general dearness and 
greater cost, not to be explained by inflated currencies (p. 40 scq., 
esp. p. 43). Instead of trying to make the cost as small as 
possible by widening the market, the nations, one and all, arc 
straitening the market and raising tarill walls.- Yet gn'ater 
production at less cost is the great need of the time (p. 108, etc.). 
Readjustment of War debts would certainly help us all, especially 
the weaker brethren. Dr. Levy does not press this point too 
much; and his stress is rather on the need for fiscal reform, in 
which he seems to include a departure by England from its All- 

' His Large and Sinall Holdings hi England was reviewed in lUll, p. 527; 
Monopoly and Competition, 1912, p. 89; Economic Libaalisin, 1013, p. 413. 

* Seo Sir Clive Morrison Hell’.s raised map sliowii iii 'I he J uncs of Oct. 1, 192(>, 
and exhibited all over England. 

No. 145. — VOL. XXXVII. ^ 
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British commercial policy (pp. 68, 109). A general international 
conference on the fiscal question should be recognised as a measure 
of extreme urgency (p. 110). He thinks there is no salvation, but 
rather perdition, in such international proposals as that of a 
universal Eiglit Hour Day, in which he sees mere protectionism 
on the part of the British workimui anxious to make his com- 
petitors rise to his level of cost of living (p. 111). He has com- 
mendation, if not generally s])eaking for the Labour Party, at 
least for the Labour Government, which by the appointment of the 
Committee on Industry and Trade (1924), quoted usually as the 
Survey of Over Seas Markets, has provided him with a large 
portion of his facts and figures {pnssifn and csp. p. 115). This 
do('s not mean that he accepts all the (k)mmittee’s deductions 
from their evidence (sec e.g. p. 68, note). 

He is not liimsclf, to use Jus own phrase, “ a despairing 
hypochondriac ” (p. 101), but btdieves there will be a change for 
the better. There 7nay, after all, he thinks, come a time when 
nations wdll enter conferences with something better than the 
sellish desire to cast tludr burdens on their neighbours (p. 113). 
“ In the which hope 1 blush and hide my sword.” But the day 
of international public spirit mak(‘s few signs of its coming, 
whether in East or West or any other point of the compass. 

J. Bonar 

The Limited Market, By P. W. Martin. (London : George 
Allen & Unwin. Pp. 123. 45. 6d.) 

If we pass on this book a judgment which the author may feel 
is harsh, he w'ill probably comfort himself with the rejoinder that 
liis arguments have been misunderstood, but he is not entitled 
to say that the misunderstanding is wilful. Mr. Martin views 
the trade cycle as a recurrent scarcity of markets, caused by the 
fact that the “ community does not use all its buying power to 
pay for goods.” There is the negligible leakage of hoarding, but 
“ the real flaw in the machinery (of production and consumption) 
lies in the fact that to a very considerable extent buying power 
is used not to pay for goods, but to induce the production of more 
goods.” This looks like a descendant of Mr. J. A. Hobson’s 
family of over-savers, but as we proceed, we discover that Mr. 
Martin has no grievance with savings applied to construct 
factories or machines, for this is just the same as spending, 
since ” buying power is being used to pay for goods.” The villain 
of the piece is saving, w^hether by individuals or in the form of 
company reserves, which is used as ” liquid ” capital, that is. 
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to pay wages. “ The flaw in the price system arises wlien money 
that has been paid to labour and capital as the price of their 
services, instead of being used by them to pay the price of goods, 
short-circuits back to industry and is used a second time in 
succession to pay the price of labour, i.e. to induce the production 
of more goods. To such an extent as this occurs, markets for 
goods must necessarily be lacking.” ” From time to time industry 
must increase its liquid capital. This means that part of the 
community’s buying power which is needed to pay for goods, if 
equilibrium between the flow of prices is to bo maintained, goes 
instead to induce the production of more goods for sale.” Now 
puzzle our brains as we may, we cannot see why liquid capital is 
more wicked than any other kind of saving. It surely mak(\s little 
ditfercnco whether I induce the production of more goods by 
building a new factory, or by increa.sing my working capital so 
that I may employ a second sliift of workers. Wo can under- 
stand Mr. Hobson’s theory, whatever we may think of its validity 
as the cause of the trade cycle, but we cannot understand how 
Mr. Martin lias come to repudiate any eonneelion with him. 

Having thus unmasked the villain, Mr. Martin reveals two 
licroes, W'hose combined strength is, however, insullicient to 
neutralise the evil doings. The flaw is partly offset by the 
piling up of stocks of goods — a questionable fact in the early 
stages of a trade boom — and secondly by the reinforciuniuit of the 
community’s buying power through an increase in metallic 
currency. Government paper money, and/or bank credit. But 
these reinforcements of buying i:)ower arc lu^eessarily cither less 
than sufiicient, or more than sullicient, to counteract the flaw, 
and the ultimate result is the same in either case. This is the 
main cause of the trade cycle, but various time-lags and psycho- 
logical factors increase the oscillation. The remedy is to arm 
the second hero with the powers of the State. ” The lirst step will 
be for the Government, acting in agreement uith the banks, to 
increase buying pow'cr until unemployment is reduced to its 
minimum. From that time on the Government and the banks will 
endeavour to adjust the additions to the community’s buying 
power, so that it shall always be exactly suflieient to jirovidc 
an adequate market for the goods offered for sale. Their guiilc 
in this will be the price-level.” This is not, liouevcr, the same 
as the proposals of Professor Irving Fislnu’, Mr. J. Keynes and 
others, for they desire the stabilisation of the price level as “ an 
end in itself,” while hero it is “ a means to an end : that end being 
the scientific adjustment of buying power so that there shall 

1 2 
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always be markets for the whole product of industry.” This 
distinction seems rather fine, especially when the explanations 
in previous and subsequent sections are considered. It would 
have been more interesting perhaps if the author had compared his 
conclusions with those of Messrs. Foster and Catchings, and also 
perhaps Major Douglas. 

Mr. Martin’s diagnosis, in so far as we understand it, seems 
fallacious : his remedy is nothing new, and he adds nothing to the 
armoury of the advocates of price-stabilisation. But his book 
is nevertheless most attractively written; he undoubtedly has 
the power of forceful exposition and the ability to make economics 
vividly interesting. We shall greatly look forward to his next 
book — so long as it is not on the trade cycle. 

J. W. r. Rowe 

School of Economics, 

London. 


Davide Ricardo. By A, Loria. (Roma, 1920. Pp. 52.) 

It is a remarkable fact that pcrhajxs the greatest intelb'ct 
w'hich has turned to economic science should have been so 
neglected by the biographer. A very successful business man, a 
thinker of the higliest order w'ho shed enduring ligld on some 
of the most diflicult aspects of economies, an influential member 
of Parliament, and in private life a cliarming and attra(“iive 
personality, Iticardo still awaits a personal recognition which is 
his due as one of the outstanding tigures of the nineleentli <:( ntuiy. 

Ricardo’s position amongst econojnists is in striking contrast 
to that of Adam Smith, who had the immense advantage of joining 
to an unrivalled range of vision an eye for signilicant and 
picturesque detail and a styki w^hich will ahvays make TAc Wealth 
of Nations one of the classics of English literature. Ricardo, on 
the other hand, has suffered from his diflicult and often obscure 
manner of wTiting, from his lack of systematisation, and from 
his conccntratiim on a narrow field comprising the most difficult 
and fundamental of economic problems, lie did very nui(di to 
enlarge the confines of economics, and his fundamental achieve- 
ments have since been added (though some only recently) to the 
common stock of economic knowledge, but his work was greatly 
affected by the peculiar conditions of the times in which he wrote. 
The Wealth of Nations is far more modern in thought and 
expression than The Principles of Political Economy, and it 
remains to this day amazingly fresh and suggestive. The present 
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reviewer can remember on several occasions hearing Marshall, 
who certainly could not bo accused of lack of respect for Ricardo, 
make use of the phrase, “ Rack to Adam Smith 1 ” when discussing 
tlic future progress of economics, but never “ Back to Ricardo ! ” 

Professor Loria in his tiny study makes up in ardour what he 
lacks in space in which to develop his subject. He is the most 
enthusiastic of disciples, indeed he is pins ricardien que liicardo, 
for, like McCulloch lie reproaches his master for failing at times 
to carry his system of thought to its logical conclusion. Thus he 
regrets that Ricardo sliould have held that the value of money is 
governed liy its quantity instead of by the quantity of labour 
incorporated in it. He refers to the famous letter of Ricardo to 
McCulloch just b(‘iore the former’s death, in which he complains 
that ho is tormented by the problem of reconciling his doctrine 
on the theory of value with the fact of the increasing value of 
wine whi('h matures with age without any addition of human 
labour. Professor Loria makes the witty comment that “ Ricardo, 
as a theorist of value, drowned himself in a cask of wine.” He 
believes, however, that Ricardo, had he lived, would have found 
the way out of his dihiculty, “ for the maturing of the wine 
resolves itself in fact into the accumulation of a technical capital, 
wliich creates a value exactly equal to the quantity of labour 
which has produced the wine multiplied by the rate of profit 
during the period of maturing.” We w'onder how many 
economists of the present day w'ould agree with Professor Loria’s 
ex])lanation. 

The writer brings out, though all too briefly, the immense 
importance and originality of Ricardo’s discoveries in the realm 
of eiirreney, banking, foreign trade and exchanges, especially in 
ti)eir relations to the problems of post-war finance. Here at 
least Ricardo is in no sense out of date, and Professor Loria 
rightly enqihasises that the now light which appears to have been 
shed on these mc.tt(Ts since the war of 1914 consists very 
largely in the development of principles already clearly laid down 
by Ricardo a hundred years ago, but forgotten by the majority 
of e(H)nomists. In n'gard to these questions the world both of 
theory and practice has had to go back to school and sit again at 
the feet of Ricardo. 

C. W. Guillebaud 

St, John's College, 

Cambridge. 
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Economic Development of Modern Europe, By Frederic A. 

Ogo and Walter R.SfTARr. (Macmillan, 1926, pp. xv + 861. 

165.) 

The appearance of Frederic A. Ogg’s well-known volume on the 
Economic Development of Modern Europe in a new edition Is a 
valuable contribution to the text-book literature on European 
economic history. The evtmts of tlu; past teji years made such a 
revision imperative. As in the earlier edition, the yeans preceding 
l/oO are given but scant attcuition. Througlioiit the volume the 
economic doveloj)m('nt of (treat Britain, Franco and Germany is 
stre.-..^ed. Tlu^ diseiission of other European countries is inci- 
dental, only Russia being allotUal a separate chapter. In some 
respects the new edition of the book is bciter balanced than the 
(id. Even though the number of pages devoted to a discussion 
of labour k'gislation, .socialism and social insurance remains 
the same (pp. ooo 611), this empluisls is less striking, since a great 
d(Ml of new material of a more general cliaracter has been added. 

“ Tlie new world in which economic life is now lived,” write 
tiie authors in the preface to the revised edition, ‘‘has madt^ it 
necessary ■ . • to range considerably more whhdy, geographically 
and otherwise.” Tins fact is ch'arly recognised in Serf ton V, 
which has be('n addt'd to the te.xt as originally published. Tlic 
.subject jnatter included in this section is indicated by the titles 
of the cliapter headings : Population, Food Production, and 
Agrarian Reform since 1014 ; Industry and Oceanic Shipping hi 
War-Time; Industrial and Commercial Recovery since 1918; 
Labour Economics in the Past Decade; Labour Movements and 
Social Politics; Some War and Post-War Problems in Public 
Finance. 

A caiefnlly selected list of references is apj)ended to every 
chapter. The book would liave l)een improved had the aiiihur.s 
added one or two chapters on the early nKjdcrn period and a 
separate section devoted to the smaller European countries. 

Felix Plug el 

University of California. 

A History of Economic Progress in the United States. By Walter 

W. Jexnixgs. (New York, Thomas Y. Crowell Co. 1926. 

Pp. X -I- 819.) 

(Onte of the most recent books on American economic history 
to be added to the voluminous literature on this subject is Pro- 
fessor Walter Jcnuing.s’ A History of Economic Progress in the 
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United States. As a compilation of facts pertaining to the 
economic development of the North-Amoricaii continent it is 
unsurpassed by any of its predecessors; but as a contribution to 
the broader aspects of the economic evolution of this continent 
it is less satisfactory. To the historian the collection of facts is as 
essential as the assembling of materials is to those engaged in the 
construction of a building. However, curiosity, if nothing else, 
leads to the inquiry as to the g(mcral type of architecture which 
such a building is to represent. So with Professor Jennings' 
book. He neatly assembles his materials, but proceeds little 
beyond the point of erecting a framoW'Ork with an elaborate 
scalTolding. Such a performance leaves us dissatisfied. Yet we 
have every reason to feel grateful towards the author for gather- 
ing into a single volume such a significant array of dates and 
figures. In addition to the minute information wiiich he 
incoriiorates into the body of the t(‘xt, a very useful ajipendix 
has been added. The reader, however, would have been far 
better satisfied had Professor Jenning.s been less inclined to use 
.statistics and more liberal in his interpivtation of the facts. 
Moreover, it should bo mentioned that the social forces in 
American economic socii'ty arc sonunvhat neglected, especially 
in the .second half of th(‘ book. 

Prof(\ssor Jennings has made no u.-e whatever of the graphic 
method of presenting the statistic.s lie has gathered, and un- 
fortunat(‘ly has included but one map. Since this volume is 
intended to serve as a text in courses in economic history, the lack 
of both maps and charts is a serious omission. 

That this volume represents painstaking elTort on the part of 
the author has already been conceded. The book is faulty in so 
far as Professor Jennings has .sek'cted a slightly tedious method 
of presenting tlu^ results of his labours. 

Felix Flugel 

Universify of California, 


Some Early Tracts on Poor Relief. Edited by F. R. Salter, 
M.x\., with a preface by Sidney Webb, M.P. (^rethuen. 
Pp. 128. os.) 

On the 27th October w^a.s kept a solemn commemoration of 
the service done to hi.s country and his time by C. S. Loch. His 
name, perhaps, means little to the rising gtmeration, but men still 
in middle life remember with enthusiasm the w ar which ho waged 
and the power which he wdelded. As the moving spirit in the 
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Charity Organisation Society, he laid cIowti, applied and enforced, 
through evil report and good report, the principles by which 
alone private beneficence can be administered usefully, or, at 
least, harmlessly. If his Society has lost its hold on us to-day 
the reasons are not far to seek. Its teaehing and its practice 
assumed an individualism which is no more in fashion. It 
appealed to reason, and its appeal falls on deaf ears in a generation 
which would fain build life on hading. The State has more and 
more encroached on its field of action by its insistence on the fact 
if not on the spirit of thrift, in insurance and the like. 

At such a time a collection in one small volume of the records 
of various mediaeval attempts to solve the problems of charity 
comes opportunely. Mr. Salter has done his work well. His 
selection is good, his translation easy and pointed, his notes few 
and informing. ]\lr. Sidney AVehb’s preface does just what a 
preface should, for it gives us guidance in our reading. As he 
says, wc arc too apt to localise all such attempts in our own 
country and to date all constructive effoi’t from legislation in 
1001, whereas the fact is that the dillicultics in administering 
reach further back, and are peculiar 1o no country. Jkdgium, 
France, Germany and Switzerland all passed through similar 
experiences in the early years of the sixteenth century. In 
each country “ men of light and leading ’’ did tlieir best to win a 
place for reason in charity. If Vives gives us the principles which 
should govern administration, the history of Ypres shows us 
their practical application. Luther and Zwingli come before us 
as social reformers, clear, definite and limited. Kouen is in the 
van of i^rogress, with its municipal .system of organised relief. 
Here are some points of special intore.st. 

(1) The origin of vagrancy, at least as great an evil then as 
now, is often traced to pilgrims and students. At Zurich and at 
Kouen pilgrims are a class by themselves, and their assistance is 
often the object of endowments. Foreign students were to be 
refused help from tho Common Chest, and were “ to provide 
their own upkeep and livelihood.” 

(2) Everywhere begging is sternly suppressed, unless it be by 
licence and the result of unemployment. (Edic Ochiltree must 
have been an exception.) As so often in social legislation, two 
motives arc involved : first, that all able-bodied should earn 
their own living and not be a charge on their neighbours, and 
secondly, a leaning towards protection : relief should go only to 
fellow-townsmen, in tho spirit of tho Acts of Settlement — in 
homely Scots, the herring guts were to be for “ our ain sea-mews.” 
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Such enactments are perhaps specially severe where Protestant- 
ism implied individualism. 

(3) Everywhere w^e find agreement that aged, impotent and 
sick folk should be a charge on the charitable or tlio community. 
It sends a shudder through the reader to-day to learn that relief 
should not be given to those “ who do not attend sermons.” 
There is a modern note in the criticism of those “ who throw aside 
all shame and beg the moment they lack mustard.” 

(4) The difficulty of finding funds to put in practice and carry 
through the ” best-laid schemes ” was as great then as now. 
Charitable sources are exluiusted, persuasion, moral and religious, 
fails to make uj) the deficit, and at last a compulsory rate is 
levied. 

8o the w'orld goes on. History, they say, repeats itself. Be 
that as it may, all who arc interested in the relief of their poorer 
neighbours — and wlio is not? — will do well to turn to Mr. Salter 
and see how their ditliculties were faced in mediaeval times. At 
bottom the problem is the same. How can individual bene- 
volence co-operate with the State in poor relief ? How’ can the 
moral fibre of the individual resist the insidious dcc'ay caused 
by provision independent of exertion? These questions bailie 
each generation in turn and the end is not yet. 

L. B. PllELCS 

Oriel College, 

Gilford. 

The Economic Dcrelopment of Russia, 1005-1914, with special 
reference to trade, industry and finance. By Maroakkt 
IS. Miller, M.A., B.Com., Ph.l). (London: P. S. King 
Son, Ltd. 1920. Pp. xviii + 311 ; 2 maps. Svo. 12.s'. Or/.) 

Dr. M. 8. j\riLLER begins her work with the fully justified 
statement that ” of Russia it may truly be said that no country 
has inspired more profound or sustained interest, and no country 
has been less clearly understood by her neighbours.” Indeed 
if even Russia’s next-door neighbours know so little about this 
most extensive realm in the world, still less is known to remoter 
people of that country of ” unlimited possibilities.” This book 
— both by its subject and its treatment — fills up to a signifu ant 
degree this gap in economic literature. 

Eirst of all it is necessary to emphasise the choice by the 
author of the period of inquiry : 1905-1914. The results of the 
industrial crisis of 1902, the unsuccessful Russo-Japanese War 
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with its disturbing consequences for the national economy and 
the political system, the breaking \\]) of the a\itoeratic- bureaucratic 
regime into a pseudo -constitutional one -those are the starting- 
points of the period. The great agrarian reform of P. A. Stolypin 
(separate farms for peasants and systematic transmigration), the 
})oom in some commercial and industrial concerns and depression 
in other brandies of national econom}’, the introduction of trusts 
and syndicates into industry, the strengthening of the Imperial 
finance, development of popidar ediK*ation, reorganisation of the 
army and navy, strife in the State ])uma - these are ilistinct 
milestones of the decade under review. Deepening dissension 
and mutual animo^ity between the Government and social circles 
of tlic country, at tlie same time the prospects of a future building 
of Russia by the united elTorts of a trade community which had 
become conscious of its own imjiortance, the growing 2>articipation 
of the latter in jjolitioal life, the further growth of capitalism 
and conse([uent proletarisation of toun and pauperisation of 
village, and, at last, the great fire of the World War— these are 
tlic concluding chords of this historical decade. 

The autlior has in view the twofold aim of (1) “ lU'cscnting 
as accurate a picture as possible of the actual facts of Russia’s 
economic dc^d(Jpment during the decade preieding the Great 
War; (2) tracing the predominant iniluence of State action in 
the various spheres of economic activity, and seeing to what 
extent (leveloiUHcnt within these sjiheres was innucnced by the 
conflict which wc liave noted belweui (h)vernment action on th(? 
one hand and fundamental social development on the other.” 

The autlior’s erudition, for a foreigner, is extensive and 
deep. The tendency to make the book as practical as possible 
is reflected in the choice of materials interpreted by more or less 
consjhcuous public men, publicists and economists. But many 
oflicial prime sources - such as, for instance, the yearly budget 
proposals with explanatory notes by the Minister of Finance, the 
reports of the State (.’ontroller, the summary tables of prices of 
goods, tlie statistics of ])rodiicts liable to excise duties, the 
Annuals of the ]\rinistry of Finance, the Statistical (A)mi)cndium 
(for one year only) of tlie Council of Congresses of the Re])rc- 
sentatives of Commerce and Industry, the scries of statistical 
editions of the other financial, commercial and industrial associa- 
tions, etc., etc. — have not been directly utilised. And the 
utilisation of these materials would have given numerous tables 
in the book the statistical symmetry and complete continuity 
which are desirable in publications of tiiis kind. 
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As regards the substance of this treatment, the author skilfully 
and sympathetically introduces the reader into the phenomena 
and peculiarities of Russia’s public and social life : district and 
town local self-government, peasant community, village crafts or 
home industries (“ Kustarny ” and ” migratory ” trades), the 
class variations of “intelligentsia” and bureaucracy. There is, 
however, one side in this investigation which it is impossible to 
pass without comment. The author’s approach to Russia’s 
problems sometimes reflects economic views more applicable to 
countries with highly developed imports and exports. This is 
proved by the very order of distribution of the material of the 
book : commerce, finance, the monetary system, fStato debt. 
State budget, means of communication and industry ; and further 
by the prevalence of descriptive and statistical material in the 
heavy and middling industries to the detriment of the liasic 
economic bacJvlionc of the country agriculture and breeding of 
cattle. It is true tliat the author has tri(‘d to excuse herself in 
this matter. “The obvious omissions in the book, such as the 
absence of any reference to internal trade, or to the interesting 
development of the co-operative movement, tlu^ inadequate 
references to agriculture, must be ascribed simply to lack of 
time.” This docs not seem to me a sulhcient reason for per- 
initting such an omission in scientific work accomplished so well 
in its other parts. It is a pity that the work of the Russian 
economist, J. M. Goldstein, has been overlooked. 

Combination of the two aims kept in view by the author is 
not alway.s in equilibrium. 8omctimes the .second aim seems 
to prevail to tlic detriment of the first one; the initiative, self- 
activity, creativeness in the domains of Industry, Commerce 
and Ldnanec (Chaps. V, VILI -XTTf) seem to be illuminated 
one-sidedly, b'or exam])le, in the ehaptor on “ ihinking,” one 
Avould like to sec more data illustrating the aeti\'ities of Societies 
for ]\Iutual Credit, the Central Bank in St. Betersburg, Mo.scow 
Narodny (People’s) Bank, Ukraina (k3-o])erative Bank in Kiev, 
also the work of private banks (in particular their turnovers, 
trends to fusion, etc.). In the same chapter there are some 
inaccuracies as to the date.s of establishment of certain State, 
Social and Private Credit Institutes. Amongst them there are 
not mentioned : (1) Auxiliary-Saving Banks, (2) “ iMir ” capitals, 
(3) Private Loan Offices (“ Lomfiards ”). 

The wish for greater completeness and the analysis of data 
applies also to the budgets of the organs of local self-government 
(Chap. VII), which so steadily defended their rights, granted in 
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the “ Epoch of the Great Reforms,” against reactionary politics. 
Mimici})alities, and particularly “ Zemstvos,” willingly or un- 
willingly acted as conductors of independent social opinion and 
social self -activity ; the same appreciation may be applied to 
the co-operative movement, the examination and valuation 
M hereof are contained in Dr. IMillcr’s separate work. 

The author presents the results of her investigations in a 
conclusion (Chap. XIV) written with much freslincss of thought 
and elegance of style, social j)cnetration and impartiality. Her 
work, in its broad picture of Russia’s cconomico-sociological 
structure before tlie war, is of much interest to economic students. 

S. F. Ivanov 

Soviet Union Ymr-Boohy 1026. Compiled and edited by Louis 

Segal, Ph.l)., and A. A. Santalov. (Allen & Unwin. 

Pp. XXX + 511. Is. iSd.) 

Among the countries eager to attract the attention of the 
Western investor is the U.S.S.R. Rut foreign debt uncertainty 
retards foreign investments which otherwise might here and there 
have been attracted by ])rotection. Tiie U.S.S.R. is forced into 
the fiircnlce Caudhue of granting foreign concessions together 
with dangerously unpopular privileges to the foreigner. Friction 
without profit has been experienced by the adventurous German 
firms. Twenty pages of the Year-Book on concessions, with 
maps, crude reprints from a Russian pre-war Encyclopicdia, give 
an attractive idea of the princij^les of policy and of tlie wealth of 
mineral resources. 

Along v.'itli a disru])tion of trade, a loss of capital, and a 
withdrawal of credit facilities, we sec in Russia the advent of a 
new and inexperienced clas.s of traders : the former “ bourgeois ” 
has been rcj^laced by an amateurish Communist officialdom with 
only a slight sprinkling of suspect bourgeois experts. Further- 
more, the credit of the State is compromised by the attitude 
adopted towards ils creditors. Commercial enterprise is not con- 
ceived except in fear and trembling, for any display of ])rosperity 
excites the avidity of a Htatc in ])crmanciit financial embarrass- 
ment. The Year-Book in its legal section omits the provisions of 
the Civil Code which are basic and unpleasant to vested interests. 
The Penal Code, with its concept of punishable speculation, is 
not fpiotcd, nor is there any mention made that on principle 
any matter can be dealt with by any one of the three powers, 
the legislative, the executive and the judiciary. Their separation 
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is considered a mere bourgeois trick, and, what accounts for 
more in the rejection of the j)rincix3le, an obstacle to the arbitrary 
action of the dictatorial powers. It is in keeping with the 
compilers’ idea of reliable information that in the section on 
finance the interesting topic of the forced loans is passed in 
Bilenee. The short historical summary under the heading 
“ Budget ” is carefully purged of the most cliaracteristic Com- 
munist financial spices. The activities of the State Savings 
Banks are visualised in the Year-Book by a table showing an 
increase of savings between February 1923 and October 1925. 
Rykov, the head of the Soviet Government, at the recent Com- 
munist conference mentioned the insignificance of the people’s 
savings in the saving banks, which were only 6 per cent, of the 
pre-war amount. 

The main problem is not whether the figures referring to 
progress in agriculture and industry under mitigated communism 
are more or less correct — if wc follow the argument of the leading 
Soviet statisticians they arc mostly not — but whether the re- 
cuperative process, if any, is actually hampered or produced by 
the present system. Even the Soviet Union Year-Book is unable 
to show any greater success on the part of the Sovictists. The 
120 pages on Foreign Trade monopoly, which according to Ur. 
Haden Guest will carry the day everywhere, fail to show that 
this principle is being especially successfully applied by the 
Communist rulers, notwithstanding their privilege of wielding 
an iron rod in its service. 

The list of twenty-six organisations conducting the foreign 
trade of the Soviet Union in Great Britain, and the twenty-three 
representatives in London alone of Soviet foreign trade and 
economic organisations, when paying cash, are attractive enough 
to the business men of this and other countries and a good deal 
of ephemeral business is being done. The present clients of the 
Soviet Union have a distinct interest in strengthening her still 
very modest credit, and will no doubt accept the Year-Book 
and similar official publications as valid evidence. They will 
herein be supported by those who, in despair over the sterility 
of common-sense, find a refuge in vision. 


A. MeyExVDorff 
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The Modern State. By R. M. MacIvkb. (Oxford : Clarendon 
Press. Pp. xii 504. 215.) 

Those wlio know IVIr. IMacIvcr’s interesting and stimulating 
book Community will welcome the appearance of this volume on 
political theory, which more than fulfils the promise of that 
earlier work. It is the most balanced and consistently worked- 
out presentation of that recent tendency in political theory which 
may be described as a n^action against the Hegciian identification 
of Society and the State, of whicli view Bosanquet was the most 
typical representative. The distinction betw('en Society and the 
State is for Mr. MaclvtT essential, and he is never tired of insisting 
on it. He would pi’obably say witli justice tliat his work is not 
a mere reaction against but rather a continuation of Bosaiiquct's, 
but he would insist that the criticisms of Bosanquet and his 
school against the abstract individualism of the earliei* nineteenth - 
century writers were ])rimarily criticisms of those writers' views 
of Society and the nature of social relations. Once, liowcver, w'C 
have learned the lesson, which tlie Hegelians have to teach, of 
the unrealit}^ of the abstract individual and the essentially social 
character of man, we must go on to distinguish between man’s 
various social relations and recognise within Society in general 
(or, as Mr. Maciver prefers to say, within the community) differing 
forms of social relation and organisation, only one of which is the 
State. The State is not and cannot be a name for any all> 
embracing conqu’chciisivc relation, and the imrposo of political 
theory is to distinguish the nature and purpose of the political 
organisation which is called the JState from other forms of organisa- 
tion like the Church and economic organisations. The great 
defect of Bosanquet's pliilosophical tlicory of tJie {State, Mr. 
Maciver would say (and in this he is surely right), is tliat Bosan- 
quet is forced to use the word in two quite different senses — 
firstly as equivalent to the whole socially-organised community, 
and secondly as a political organisation which enforces law. 

With this criticism goes the attack on the absolute theory of 
Sovereignty and the doctrine of the personality of the State. 
Mr. Maciver is an individualist as contrasted with Bosanquet, in 
the sense that for him the purjiose of the State can only show 
itself in tlie lives of individual persons and its value for personality. 
The State, therefore, cannot be an end in itself ; it can only be an 
instrument, and must be judged entirely on the extent to which 
it serves the ends of personality. As an instrument it must be 
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compared with other instruments, and its powers and sphere must 
be determined by the work it is fit for. 

The main problem which any such theory has to face is the 
problem of Sovereignty. If the traditional theory of Sovereignty 
as it is expressed either in Austin or in Bosanqiiet be given up, 
and with it the notion that the State is so distinct and unique 
that it cannot even be compared with otlier institutions, some 
satisfactory account must be given of its peculiar nature. Mr. 
Maciver holds that coercive power is a criterion of the State but 
not its essence. A State ditTers from other associations in that it 
insists on a monojioly of coercive power, and it must do this 
because of its peculiar relation to territorial organisation and 
because of the specific tasks which it has to perform. Tliese tasks, 
the first and greatest of which is the preservation of order, involve 
the use of coercive power, but that coercive power does not con- 
stitute the State; rather, it is only the universal sense of the 
necessity of this particular kind of universal regulation which 
produces the State’s coercive power. Because there arc some 
things which coercion cannot do in society : there arc things which 
are essential to the life of the community w'liieh cannot be done 
by coercive organisation, and which must therefore be left to 
other organisations. The State can never become either the 
Church or an all-inclusive economic organisation, though this is 
not to mean that tlie State is bound to leave other organisations 
entirely alone. The otlier organisations have their own life and 
their own development. Maciver slunvs very w'ell how 

increasingly in modern society cultural and economic organisa- 
tions go their own way, produce tlieir own loyalties, and can in 
no sense be said to be the creation of the State. Nevertheless, 
because the Stale is concerned witJi the maintenance of order 
and universal justice, there is uo sphere of society with which it is 
not concerned. As Mr. Maelver says, “ the essential difference 
between other ass(.)eiatioiis and the State lies just in this, that the 
other associations are limited by their objective, wliich is par- 
ticular, whereas the State is limited primarily by its instrument, 
which is particular, while its objective is general within the limits 
so imposed.” Tliat means, for examjdo, when we consider the 
action of the State in tlic economic sphere, that w^c must give up 
Mil’s attempt to find any sphere in which the State lias no right 
to interfere, and must content ourselves with understanding the 
kind of work the State can do ; and that therefore \vc shall decide 
in questions about the limitations of State interference empirically, 
and not on any abstract i)rinciple. But it must alw^ays be borne 
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in mind that any attempt to swallow up the cultural or economic 
activities in political activities is hound to fail. 

Mr. Macl ver works out this whole position in a very interesting 
and instructive way. The main diflicully I find in his theory is 
in his conception of community. I’lie State, as we have seen, is 
for liim one among otiicr organisations wliich serve the com- 
munity; hut he sometimes fails to realise the im])ortance of the 
fact that one “ community ” (in his sense) is dilTereiitiated from 
another “ community hy political relations — in other words, 
by the 8tate. Society as distinguished from the State is essen- 
tially sometJiing vague, existing in (h'grces, liaving no clear-cut 
houndaries; hut a community whose organ is the State must 
have, as .Mr. Maclver hims(‘lf says, dctijuie territorial boundaries. 
These boundaries arc determined by political relations, that is, 
by the State; there is therefore a sense in which the State, to a 
degree more than Mr. Maclver will allow, constitutes the com- 
munity; and Mr. Maclv(‘r's account of Sovereignty seems to me 
all through more successful on its critical than on its constructive 
side. No one could state more admirably the dijlieulties and 
defects of the old doctrine, but his positive statements about 
Sovereignty seem to me rather vague and unsatisfactory. 

Mr. ]\racTver works out his doctrine of the limited function of 
the State by considering in esp(‘cial detail the ndation betwc'cn 
State and Church, and here, though he has many excellent things 
to say, 1 think he errs by not being sufbeiently faithful to his own 
principle, ilis j)rinciple commits him to saying that the State 
cannot be a Church or do a Church's work, but it in no way com- 
mits him to saying that a State cannot recognise that the work of 
a Church is essential to a coniinuniCv nnd therefore to he su])ported 
in such ways as arc possible to the State*, ibit Mr. MaeTver's 
chapter on the ndation of State and Church (ixj)resses an extreme 
voluntaryism for which on his own jninciples there seems to bo 
no warrant. Tlie j)oint is important in relation to more problems 
than this between State and Church. In an increasing degree in 
modern society the State is coining to recognise that there are 
certain things which are essential to a community hut which 
cannot well he done by the coercive or statutory body, and which 
yet the State ought to get done. This is, for example, most 
obvious in the sphere of education. There are certain types of 
education which depend for their cllectivcness on the help of 
voluntary organisation, which at the same time a voluntary 
organisation cannot give without support and assistance from the 
State and of late years we have been seeing an increasing co- 
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operation in education and many other scx-ial finielions hciwccn 
statutory and non-statutoiy^ bodies. If Mr. Maelver had had 
such developments more in mind he could hav('. workcal out (lie 
application of his piincij)le — that State fuuclions are limit t'd by 
the nature of the instrument — in a much men' convincing way, 
and in a way which would have been much more illuminating, in 
the chapter on economic and ])oliticaI power. 

There arc one or two curious small misiala s in the lionk wliich 
should be corrected in a second edition, air. MacTver wiilcs (Ui 
p. 100 as though (lortyn were a hu«|^iver and not a city. He 
seems to tliink (p. 170) that the opposite of an Ih'asti.ni is an 
Arminiaii. He has already been scolded by Professor Jaiski for 
referring on p. laO to “ a certain Hr. Trocllsch,” and the scolding 
was dc.-;erved. 

A. 1). Lindsay 

Iktllloi Colh';e, 

Oxjonl 


Oath'll ilution, Functions and Finance of Indian, Al nnicipa1i(i*^s. JJy 
K. T. Shah and (J. d. ITmeaduiu. (P. S. King, ll)2{i. 
Lp. 514. 25, y.) 

Outlines of Indian Constitutional Jlistoii/. JK' \V. A. J . Auchuold. 
(P. S. King, 1020. Pp. 300. 18>‘.) 

In the tirst-meiitioned work the authors have umhuTaken a 
critical examination of what are eonsiden'd the most imporlar.i 
problems of muiiicipal in.ditiil ions in India. Luuking to the gret. t 
nuiiibcT of tliese municipalities, some 772, the study li.'is bee i 
contined largely to a fc.v of the leading corporali<ms. 2'lie 
constitutions of th(‘SO bodks are ba.scd on A.cls of the Provincial 
Legislative Councils, but, though dillcring materially in detail, 
they are framed on (oramou lines. In all, ivprescnl rdion is on a 
.somewhat restricted bavsis ; in some, the principle of comnnmal 
representation has been adhered to, in others it has hcf ii delinitely 
dropped : in practically all, the Government re.seiVi‘s to itself the 
right of nominating a varying number of mcinbers to the Municipal 
Councils. In the earli(‘r constituent Acts the Ihiglish model \ras 
generally followed ; after a soiiiewluit tro\ibled period of e.visteiice, 
amending Acts were i)asscd creating a statutory executive 
authority on which special powers were confei red. d h(^ chief 
executive olbeer is in sop.uj eases appointed by Government; in 
other.s, its approval to the appointment is required. But the 
theory of the separation of the executive .ind k-gislative, or 
No. I t5.— voD. xxx'vrr. 
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deliborative, authority has not been carried to the same lengths 
as in some continental countries. The Indian method is a corn- 
promise between the English and continental, leaning more to 
the former by the retention of standing committees. In all the 
Proeincial Acts tlie powers, functions and duties of the Councils 
are strictly prescribed. The authors find a great deal to criticise 
in this system. As whole-hearted supporters of the extension of 
municipal authority they view with disfavour the interference 
of Government in civic affairs, or the overriding of the powers of 
the municipality as a whole by a municipal executive. Their 
ideal seems to be a miniature Parliament with a President and 
executive Ministers appointed by and subject to the control of the 
Council. With more complete independence of action a greatly 
extended activity is visualised, particularly in the direction of 
taking over and running public utility services and in embarking on 
trading enterprise. On this point it is sufficient to note that the 
only country in which such activities have proved an unqualified 
success is Germany, where the exoeulivo consists of permanent 
expert officials in a large measure independent of the control of 
the Councils. A more novel proposal is that the municipalities 
should not confine themselves to public utility services, but should 
be empowered to take ov(‘r the leading industries of the city. It 
i.s suggested that to increase the general revenues and lower the 
taxation rate, tlie Bombay municipality should take over the 
cotton industry, which is estimated to yield Rs.l crore per 
annum. Similarly, in Calcutta it is suggested that “ the case of 
the jute industry is even more ripe for municipalisation.” The 
arguments for this revolutionary departure in municipal enterprise 
seem hardly conclusive. The Bombay cotton industry is said to 
be in a “ hopelessly perilous condition ” : if this is accepted, the 
venture might not turn out profitably". In the case of the jute 
industry, from which the Calcutta municipality is promised 
25 lakhs of revenue, it is urged that, though the bulk of the 
shareholders are Indians, yet the management does not welcome 
the service of Indians. The geographical difficulty that only a 
negligible number of the mills, the figures of whose profits arc 
quoted, are actually situated within municipal limits is ignored. 
The argument that “ if the municipal domain, particularly the 
industrial and trading, were fully developed . . . the needful 
revenues would be supplied from the surplus of municipal enter- 
prise,’’ would possibly appeal to a certain section of rate-payers, 
but it is difficult to see how the doctrine could be confined to the 
towns and, if the advantages urged can really be obtained by 
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abolishing private enterprise, why profitable industries generally 
should not be nationalised. 

The most interesting portions of the book arc those dealing with 
municipal finance. The total income of nil Indian municipalities 
for the year 1923 -4 was returned at 44 erores of rupees. As is 
pointed out, this figure is somewhat misleading, since the aggregate 
includes a number of special items, such as grants, loans, advances, 
etc. It is estimated that the regular municipal income amounted 
to no more than 14 erores. Of this total, 10 erores were (l(Tiv(‘d 
from rates and taxes and the rest from niiscellaneoiis sources. 
The incidimce ptu* head of population from rates and taxes 
amounted to Rs. 5, 7 ans., and the total incidence of revenue to 
R 12 ans. The hulk of the revenue in tlie more advanced 
municipalities is derived from the rates and taxes, but the octroi, 
or other forms of towm duties, such as the terminal tax, are still 
retained in many of both the larger and smalhu* towns, and this 
form of indirect taxation is undoubtedly more popular. 

Some striking eomparison.s are given of the distribution of 
expenditure in Indian municipalities with those of other countries. 
In India no less than GO per cent, of the revenues are devoted to 
the purposes of public health and convenience; 9 per cent, to 
interest and sinking fund charges; 8-25 pcT cent, to public 
instruction, and 8*5 j)cr cent, to general administration. It is 
remarked that India seems to spend a disproportionately small 
sum on educational items and police, and a proportionately larger 
amount on salaries and allowances. An examination of the items 
shows that the cost of water sup})Iy, drainage and coiis(‘rvaiiey 
arc heavy as compared with E’.iglisii towns, and ab.sorb a larger 
proportion of the revenues. The bulk of the debt has been 
incurred in carrying out schemes of water suf)ply and drainage; 
in the four leading citi(.*s no le.ss than GG per cent, of the aggregate 
indebtedness has been incurred for these purposes. Judged by 
the English standard the borrowings of the Indian municipalities 
appear light; those of the four leading cities being within the 
region of 23 erores. 

Though a scheme of city socialism is advanced as the end ami 
aim of Municipal Covernment, the book is by no moans confined 
to the advocacy of this proposition. The .subject matter set out 
in the title has been closely and carefully studied, and much 
valuable iriform.atioii regarding the working and finances of 
Indian municipalities has been collated. The weakness of the 
book lies in the fact that the outcome of similar socialistic or 
communistic experiments elsewhere and the peculiar dangers 
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to which they an; exposed are disregarded, while alternative 
schemes for social improvement, wdiicli command at least as much 
attention in advanced democratic countries, by securing some 
form of partnership in industry, are ignorcil. It may turn out 
tliat when more closely associated with the management the 
workers will show little inclination to make over the control, 
either to 8tate officials, or municipal councillors. 

In the other v/ork on Indian matters, the author has set out to 
trace, in a book of moderate dimensions, the constitutional 
developments of British India down to the time of the Montagu- 
Chehnsford Reform Scheme. In dealing first with a Chartered 
CoTupany and tlien with a Dependency, a somewhat clastic 
interpretation has to be given to the term “ constitutional 
history.” TIio early chapters arc devoted to an account of the 
various Charters under wliieh the (Company received its rights 
and privileges, and the modificalioiis introduced by successive 
regiilaling Acts. The steps are traced by which from simple 
beginnings the elaborate framework of local administration was 
built up. Few problems cau.sed such perplexity to the British 
administrators a.s the organisation of the legal machinery in their 
newly coiiv'inered territories. The evolution of the present 
somewhat complicated sy.stem of leg.il establi.shmcnts is clearly 
and succinctly described in the chaider on the Law' Courts. With 
the passing of the East India Conq)any the lines of constitutional 
growth become more marked, and their course is followed from 
thi) creation of a Legislative (Council, tlirough r>ucee.ssive measures 
for lh(^ increase of llie elected element and the widening of its 
powers, up to the Government of India Act of 1919, the main 
provisions of w'hich e,re quoted in exten^so in tlic concluding 
cliapters. 

Lhc book, as its title purports, outlines oidy the main 
features of these developments, and docs not attempt to throw any 
new light on them ; while its scope is too limited to admit of 
discussion on their resuits. The student will find the most maU rial 
informalioii on the subject ."mmniarised in a convenient form. 

H. R. C. Hailey 



NOTES AND MEMORANDA 


Tiir Gold Points of the Exchanges To-day 

]^ETWEEN 1914 and 1925, v/hilo the United Slates was almost 
the only country on a gold basis, very little was heard of gold 
points. Since the restoration of the gold standard in Great 
Britain and a number of other countries, liowever, it has become 
evident that certain changes have taken place since tlie war in 
the factors affecting gold points which deserve trie attention of 
both practical cambist?] and theoretical economists. 

It is a common but superficial conce])tion to regartl gold 
points as something essentially stable, bearing a fixed relation 
to mint parities. In reality, even before the war, when the 
factors determining the gold points were more settled than at 
present, gold points wore subject to changes. Though before 
1914, alterations in freight rates for gold were not as frequent 
as now, the development of transport and the general trend of 
freight rates did not leave them unafToclcd. Nor did tliey escape 
tlio influence of local and temporary factors. The rate of interest 
was naturally an unstable factor, while insurance rates were also 
subject to alteration. The only items in the cost of gold ship- 
ment which remained unchanged for vi ry long periods were the 
cost of packing and assay, representing a very small fraction of 
the total cost. 

Apart from cliangr s in (he cost of gold slii])inent from time to 
time, gold points were not necessarily fixed figures even at any 
given moment. Freight rates were lower for the s)nj)m(‘at of 
largo quantities, wliile insurance rates tended to b(' Iiigher if a 
large quantity was shipped on one particular boat. There was, 
moreover, a differeuco between the point at which it becomes 
profitable to sliij) gold by banks with ofiices in both eentri's 
concerned, by those having to pay commission on oik‘ ho 
and those having to pay a commission on both sides. 

If, as is seen above, gold points were relative and subject 
to changes even before tlie war, they have become much more 
unstable now. AVhile during the last few years preceding the war 
the freight rate for gold between London and New York was fixed 
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at vV cent., at present it has not settled down yet to any 
definite figure. Soon after Great Britain’s return to gold, the 
shipping companies participating in the Atlantic freight pool 
agreed upon charging a uniform rate of 5s. per £100. Owing to 
Bnmch competition, however, this rate had to bo reduced recently 
to 136". i)d., but oil days when there u no French fast steamer the 
old rate is eliargcc). The rate of interest also tends to fluctuate 
within mucli wider limits than before the war. 

The following calculations — based on the assumption that the 
transaction is carried out cither by a firm having offices both in 
London and New York, or by a London and a New York firm on 
joint account, so that no commission is included among the 
('xpenscs — shows the changes in the gold export point of the 
.sterling-dollar exchange since before the war : 

Present Gold Poixt 

lOD.OOO fini’ of {joM Cm 11^'/. 

Freight (q] 3.v. 9fi. per £100 for £424,800 . 

Insiirani^o Is. jx'r £100 for £12H,00t) 

IntereMt 5 jx.'r cent, on £121,702 for 8 
Poxes and Packing ...... 


100,000 fine onnco.s (rr $20.07183 . . . . . 

Incidental charges in Now York 

Net procoetU 
£1 $4.8488 

Pre-War Gold Point 

100,000 firio ounces of gold (o. Shv. li^d, . . . . 

Freight (q 3.v. 0/. j^cr £100 for £12LSO() . , . . 

Insurance (q^ \kl. i)er £100 for £428,000 . . . , 

Intere.st 4 per rout, on £124,702 for d;' , .-. 

Poxes and Packing ....... 


100,000 fine ounces fW' $20. 071S.‘l ..... 

Tucident.'il charges in New York ..... 

Net proceeds 
£1 -= $1.8512 

Owing to the higher insurance and interest rates, the gold 
export point is thus below its pre-war figure by about [ cent., 
but this difference is likely to disappear in the course of the next 
year or two. It will he not iced that insurance has been calculated 


£ s. d. 

. 421.701 13 4 
790 10 0 

211 0 0 
405 10 5 

10 0 0 

120,283 13 9 

$2,007,18.3 

2M(; 

$2,000,977 


£ .S'. (I. 

. 424,791 13 4 

713 8 0 
100 10 0 
372 H 4 
10 0 0 

120,083 19 8 

$2,007,183 

150 

$2,007,033 
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for an amount slight ly in excess of the actual value of the shipment, 
plus expenses. This is a generally adopted practice, as it is taken 
for granted that gold shipments are urgent, so that the shippers are 
entitled to some compensation, on account of the delay, in ease of 
the loss of the dispatch. The excess is usually around 5 ])er cent, 
for shipments to New York, but it attains 10 per cent, for ship- 
ments to India. For the sake of simplicity, interest has been 
calculated for 8 days for the whole amount, though under normal 
conditions 7 days are sufficient. As the Federal Reserve Bank 
retains 5 per cent, of the value of gold pending the result of the 
assay, the additional day makes allowance for the loss of interest 
thus incurred. It is customary to calculate the interest on the 
basis of the bank rate, though in practice the loss of interest is 
determined by the market rate. At the time of writing, the 
transaction could well be fnianced in New York on a 4 per cent, 
basis, so that the actual gold export point is not far from 4*85, 
and above that figure if gold bars are obtainable in the open 
market at a price below 84.9, lljd. per fine ounce. 

The development of aviation has brought about some changes 
in the gold points of continental exeliangcs, tlirough afTecting 
the tlirce principal factors of gold points, viz. freight, insurance, 
and interest. The extent of the.se eliang»\s has been com- 
paratively moderate up to the present, but they may foreshadow 
greater ones. \Vherev('j‘ there is direct air service between two gold 
markets, the aeroplane has a fair chance of competing successfully 
with the boat. There is, indeed, a keen competition between air 
lines and sliipping con^.panies, as n re.sult of which freight rates 
for gold have been sub tantially reduced in certain cases. The 
air service is particularly at an advantage with regard to the 
transport of comparatively small amounts, as shi])ping costs are 
in an inverse pro])orti()n with the quantity of any single trans- 
port, while the 'ost of air transport is i)ractically the same for 
small and large i mounts. Thus, apart from a general reduction 
of the cost of gol : transport, tJie adoption of the aeroplane as a 
means for gold ti insport tend.s to encourage the movement of 
comparatively sm. 11 sums. This, in turn, will make gold arbi- 
trage acce.ssible for smaller firms which could not hitherto afford 
it. Before the w ^r, the tran.sport of large amounts became 
profitable while tr.'s tran.sport of small quantities was still un- 
profitable, and the operations of wholesale arbitrageurs usually 
readjusted the excl^'ange before the retail arbitrageurs had a 
chance to operate. At present, under certain conditions, the 
dispatch of gold in small quantities by aerojilancs may become 
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profitable before its transport by ship in large quantities becomes 
profitable. An example to illustrate this development was tlie 
export of large quantities of gold to Spain during the summer 
of 1926 and early in 1027, mostly in sums of between £10,000 
and £50,000. I'he transactions were the result of the discrepancy 
h-etwcon the peseta exchange and the premium on gold for cus- 
toms duties, fixed by the Spanish authorities often slightly above 
the actual maiket premium. But for the possibility of transport 
by air, small arbitrageurs may not have had a chance to take 
adv^antago of the discrepancy, Avhieh would have only justified 
th(' shipment of large quantities by boat. Whether the “ demo- 
eratisalioii ” of gold arbitrage is an advantage or a disadvantage 
is open to discussion. Un question a bl}^ it is an interesting 
development, the importance of which is likely to increase with 
(ho progress of aviation. 

The following table compares the cost of transport of gold by 
air and by sea and/or rail between London and a number of 
continental centres : 


(Rales per lb. gross weight.) 


Hv nir. 
lob lbs. 

By Fca nnd/or mil 
(passenger perviec). 

100 lbs. 200 lbs. 




s. 

(L 

s. 

d. 

s. 

fL 

Amsterdam . 




8 


10 


n 

P»nsle . 



1 

3 

o 

0 

1 

9 

Belgrade 



2 

4 

.6 

0 

4 

4 

Berlin . 



1 

5 

2 

1 

1 

10 

Berne . 



1 

H 

o 

fi 

2 

2 

Brus.scld 




6 

1 

4 

1 

0 

Bucharest 



2 

i) 

4 

« 

3 

9 

Budapest 



♦1 

3 

3 

6 

3 

3 

Copenhagen 



1 

7 

3 

3 

3 

0 

Madrid 



. 16 

0 

19 

0 

17 

6 

!^tarseillc9 



1 

6 

2 

1 

1 

9 

I'aris . 




6 

1 

6 

1 

3 

Prague 



1 

C 

2 

0 

2 

o 

Borne . 



1« 

0 

17 

0 

17 

0 

Vienna 



2 

0 

3 

1) 

2 

9 

VVai’.saw 



2 

0 

1 

6 

3 

(i 


To several of the above centres no direct air transport of gold 
can be undertaken, and the rates indicated for transport by air 
include partial transport per rail. For the purpose of comparison, 
the fastest combined sea and rail journey has been taken. There 
are slower services which cost less than the amount indicated, but 
involve additional loss of interest. As above comparison shows, 
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the cost of transport by sea and rail declines considerably if the 
quantity dispatched at a time increases. This is in part due to 
the minimum expenses incurred at the various intermediate 
stations on the sea and rail journey, which do not increase 
proportionately with the quantity involved. 

The time factor has always played a considerable role in 
gold shipments. It is at present much more important than it 
was before the war, because rates of interest arc now substan- 
tially higher. From this point of view the adoption of the aero- 
plane as a means of carrying gold is particularly significant. 
A dilTerence of a few hours may result in the saving of one day’s 
interest under certain circumstances. For example, as gold 
sent by air to Amsterdam arrives there at noon, while gold sent 
by boat arrives in the afternoon only, in the former case it can 
be sold to the Netherlands Bank on the same day, in the latter 
it has to wait until the next day. 

The following figures give the calculation of the gold e.xport 
point to Holland, based on the cost of the dispatch by air of 
1000 kilos of fine gold to Amsterdam : 


32,ir)0-725 ounoog of fino poM (a) H-U. 1 1 h!. 
Carriage by air 2400 lbs. (a) 

Insurance 9^/. per £100 on £1 13,f.00 
Pacliinp 20 boxes @ 5s. ... 

Tntere.st 2 clays 3 ]x‘r cent, on £130,573 
Interest 14 doys 3 per cent, on £13,637 


1000 kilos @ fls. 1G47J 
SO assays @ fls. 3.30 


£ ( 1 . 
136,573 12 0 
80 0 0 
53 16 .3 
5 0 0 
37 8 4 

26 3 10 


138,776 0 5 

Fla. 1,647,500 
2S0 


Net procoods . 1,617,220 

£1 -- aa. 12.0432 


The possibility of transport of gold by air has considerably 
affected the gold export point to Germany. As is well known, 
the Keichsbank accepts gold, when convenient, at its Hamburg, 
Bremen and Cologne branches. For some time, transport by air 
to Cologne was cheaper than transport by boat to Bremen or 
Hamburg, and there was also the saving of one day’s interest, so 
that, weather permitting, preference was usually given to Cologne. 
The shipping companies running boats from London to Bremen 
and Hamburg have lowered, however, their freight rates to a 
sufficient extent to compete with the air lines. Where the 
alternative to air transport is transport by sea and rail, the 
former is at an advantage in competition, as railway companies 
are not so quick in adjusting their tariffs as shipping compamV«?. 
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In order to indicate the significance of the llcichsbank’s 
willingness to accept gold at its Cologne branch instead of insisting 
upon delivery in Berlin, we compare below the figures concerning 
transport to Berlin and Cologne : 


32,150.725 fine oz. SI-. I U-f. 
'franaport by air 
Insurance on £143,50:) 

Intero.st on £136,573 . 

NO assays .... 
i'ackin^?, 20 boxes 


Llcrlin. 

£ 8. iL 

no, .573 12 0 
150 0 0 
71 15 0 
56 2 6 

1 S 0 0 

.5 0 0 

136,874 9 6 


Cologne. 

£ s, d. 
136,573 12 0 
110 0 0 
71 15 0 
37 8 4 

18 0 0 
5 0 0 


lOl) kilus of fine cold CT, 2790 rcirlifimavks 


JIM. 2,790,000 


If there is no direct aeroplane service between two centres 
the transport may ini^'S its connection, w'hicli means an additional 
day. For this reason, interest can only be saved, as a rule, 
where there is a direct aeroplane service. Moreover, transport 
by air is cxpo.sed to the caprices of the weather, to a much greater 
extent than shipping, which circumstance reduces tlic possi- 
bility of saving interest by air transport. An unexpected storm, 
owing to whieli the flight has to be delayed or cancelled, may 
transform the anticipated saving of interest into a loss. 

Contrary to wliat appears to be obvious at first siglit, in;?air- 
ance rates are not higher for transport by air than for transport 
by boat. Under c('rtniii circumstances they arc even somewhat 
lower. In the early days of the transport of gold by air, insur- 
ance companies charged liiglicr rates, in the ab.sence of any 
statistical record.^. Snb^’eqiK'ntly, however, they realised that 
the risk is not so great as they believed. Especially tlie risk 
of a partial loss by pilferage is much smaller than for transpoi t 
by boat and train. On tlie other hand, the maximum limit of the 
amount insured on any })articiilar aeroplane or on any j)articular 
day is comparatively low% wdiich tends to restrict the transport 
of gold by air. 

A further progress of aviation wdll accentuate its advantages 
and reduce its disadvantages as a means of gold transport. Air 
freights are likely to be substantially cheaper in the course of 
time, and the incrca^-ing safety of air routes will reduce insurance 
rates. Quicker and more frequent air service, as well as tlie 
establishment of direct routes for long distances, will result in a 
considerable reduction of interest charges. It is only a question 
of time before regular air services are run, not only between 
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London and tlie more distant continental centres, but even from 
London to New York and lo India, and from the gohl-producing 
countries to London. The reduction of freight rates may be 
much more pronounced for such long distances tlian for the 
existing short routes. Saving of interest will be very considerable. 
Assuming that, by the time regular air transport is established 
between London and New York, the rate of interest will be about 
4 per cent., the saving of, say, four days* interest would represent 
about £186 on a transport of 100,000 fine ounces. Insurance 
rates would probably be very high at the beginning, but the 
improvement of the air service would bring them down to a 
normal level. I'hc shipping companies, in order to maintain their 
role in gold transport, would have to consent to substantial 
reductions in the freight rate. 

Thus, the tendency points obviously towards a quicker, 
easier and clicaptT flow of gold from one market to another. 
The margin between gold points will gradually narrow down, so 
that exchange movements will be confined to even narrower 
limits than in pre-var days. There is, on the other hand, no 
reason to expect a material diminution of the influences, seasonal 
and otherwise, which govern the exchanges under normal con- 
ditions. Consequently, exchange rates will tend to go more 
often beyond their gold points than before the war, and, other 
things remaining the same, gold arbitrage will have a busier time 
than before the war. This will be inconvenient for the central 
banks, as their gold reserves wnll be exposed to undesirable 
fluctuations. Undoubtedly, a.s gold im{>ort point and export 
point will bo closer to each other, iho range of the fluctuation of 
exchanges between countries on a gold basis will be even narrower 
than in ])re-war da3's. The price of tlu^ greater stability of the 
excliangcs will be, however, an increased instability of the money 
market, as a result of the wider fluctuation of gold reserves. 

Paul Einzig 


Officfal Papers 

The Balance of Trade of the United Kingdom in 1921, 
1925, 1920 

The Board of Trade Journal for January 27, 1927, contains 
an article revising and bringing up to date their previous calcula- 
tions as to the Trade Balance. In view of the exceptional 
importance of these estimates at the present time and the con- 
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troversics surroundiiif.; them, wo reprint tlie article in extmso 
below : 

“ Some tentative CLitiireitcs ” of the l)ahinco of international 
transactions of tho United Kingdom, conventionally known as 
*‘thc balance of trade,” were presented in The Board of Trade 
Journal of 21st January, 1926. These estimates did not extend 
to capital movements, and, so far as they related to transactions 
of the nature of annual revenue, opportunity lias been taken in 
the course of the past year to review in detail the principles on 
which the various calculations have been made. In this scries of 
annual articles emphasis has always been laid on the elements 
of uncertainty that attend all calculations and estimates of this 
character, and this emphasis is rei)catcd in the present article. 
Opportunity has also been taken to revise certain of the figures 
for 1924 and 1925 in tho light of information which was not 
available when the original estimates were made. Estimates of 
the ” balance of trade ” in 1926, similarly tentative and subject 
to revision, are now put forward. 


The Trade BALA^x^E 

The basic figures for the last three years are : 


Movomont. 

1024. 

192,7. 

1920. 

Imports : — 

Merchandise .... 

Bullion and Specie 

1277-4 

40-7 

In Million £’s. 

1320-7 

r)2-l 

1242-0 

49-8 

Total .... 

1327-1 

1372-8 

1292-7 

Exports : — 

Morcliandiso .... 

Bullion and Spreio 

910-9 

CI-S 

927 4 

Ol-S 

777-5 

38-1 

Total .... 

1002-7 

989-2 

8ir)() 

Surplus of Imports over Kxpi rl j 

324-4 

3S3-fi 

477-1 


The surplus of imports over exports of merchandise increased 
from £336-5 millions in 1924 to £393-3 millions in 1925 and to 
£405-4 millions in 1920, but, whereas the exports of bullion and 
specie were in excess of imports by £12-1 millions in 1924 and by 
£9-7 millions in 1925, imports were in excess of exports in 1926 
by £11-7 millions. It is a sufficiently remarkable thing that in a 
year so unfavourable to trade as 1926, when the surplus of 
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imports over exports of merchandise rose by £72*1 millions as 
compared with 1925, there was a reversal of the practice of 
exporting gold which added £21*4 millicms to the aggregate 
surplus of imports. In this connection it mny be noted tliat 
gold coin and bullion in the Bank of England on 21) Ih December, 
1020, amounted to £151,119,000, an inereaso of £0,502,000 on 
the year, so that it would appear that about £5 millions of the 
excess imports of gold in 1920 were absorbed by the arts, or by 
the ear-marking of gold at the Bank of England for account of 
other countries. 


C O VEIiNMENT T BANS ACTION S 

Piiymenis and receipts oii account of the overseas activities 
of tlio War Ohicc, Admiralty, and other public departments, 
payments and receipts in respect of the interest and principal 
of loans, Indian home charges (except 2 >aymcnts on account of 
debt and interest on railway capital, which are included with 
inconio from overseas investments), and some other items make 
up tlio total of this category. All the details cannot be identified 
with precision, but, so far as information is available, it appears 
tluit there was an excess of payments over receipts amounting 
to £25 millions (revised) in 1024 and to £11 millions (revised) 
in 1!)25. In 1926 there would appear to bo a small excess of 
receipts over payments, estimated partly on the expectation of 
reduced naval and military expenditure overseas, partly on 
account of increased receipts in respect of loans, but, as tlie 
exact amount is both small and uncertain, receipts and payments 
are, for the purposes of tlie present calculation, taken as 
balancing. 


Net National Sunn’TXG Income. 

Net national income from shipping services in 1925, i.e, 
gross earnings less disbursements in overseas ports, was estimated 
at £115 millions, and, in addition, credit was taken for about 
£9 millions in respect of disbursements by foreign ships in British 
ports. During the first four months of 1026 freight rates, as 
calculated by the Chamber of Shipping, were less in each month 
than in the corresponding month of 1025, tlio average reduction 
being about 16 per cent. When the coal stoppage came British 
shipping was thoroughly disorganised through the cessation of 
our outward coal trade. Rates ro.se rapidly till November 1026, 
sinking again in DecembiT. The index-numbers compounded 
from those increased rates arc, liowever, not strictly comj)arablo 
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willi those for the corrospondiii" months of 1925 on account 
of the dislocation of trade routes. The liigli rates were mainly 
earned by a one-way trade, Britisli ships going out in ballast 
to bring back coal. There was also, iiec('ssarily, a very largo 
increase in disbursements in overseas ports, particularly for 
bunkers, and the congestion in American coal ports added to 
tlie expense. Tlic benefit of the coal-carrying business accrued 
mainly to the ])roiit of “ tramps,” liners having to bear the 
burden of dearer bunkers, and only gainiiig on the North American 
route by the iiierc a.s(‘(l rates on grain parcels. A dispute as to 
confIiii(;ns. of freightage prevented most of the steamers on the 
Australian route from profiting by the higlier rates which 
obtained in the late antrunn. I'hc net (‘(Tcct of the trading of 
the year was that the eutrances of ibitish ships with cargoes 
in 1020 exceeded the cid ranees in 1020 by about five and a half 
million net register t^ms, and that the clearances of Ib'itish ships 
with cargoes in 1020 wene less tlian the clearances in 1925 by 
about seven and a half million net register tons. In both cases 
it must be rcmcinlK red that these figures do not indicate whether 
the vessels were full}' loaded or not. On the whole, it would be 
hazardous to estimate tiiat the gross earnings of British ship- 
ping, less disbuiscment;, in overseas ports, were any greater than 
they were in 1925, and they may eonceivably have been some- 
what less. Further, tlu' national receipts in respect of disbur.se- 
mciits by foreign shijis in British ports in 1920 were reduced, 
compared witJi 1025, partly on account of the lower price of 
coal in tlie spring and partly on account of the cessation of 
bunkering facilities for seven months of the year. Taking 
everything irdo considcialion, it is proposed to take the net 
national income from shipring in 1920, together with disburse- 
ments of foreign ships in British ports in that year, at £120 
millioiLS, but it would be wi.^o to regard the actual figure as 
being somcw'iiere between liiiiits five per cent, below and live 
per cent. al)ovc that sum. 


Net ixcoME nio.M OvEiesEAs Investments 
Net income from overseas investments consists of the sur 2 )lu.s 
of income from such investments (wliciher in company form or 
of a personal nature) over the amount payable to other countries 
in respect of income from their invc.stment.s and balances in the 
United Kingdom. Careful consideration of all the available data 
has sliown no sound reason for increasing materially the estimates 
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of £220 millions for 1024 and £250 millions for 1025. Perhaps 
three-fourths of these estimates can be justified from information 
in the hands of the Inland Revenue authorities. It should also 
be observed tliat in respect of the same transactions the Board 
of Trade figures include all remittances from abroad, whereas the 
Inland Revenue statistics take into account only “ profits,” i.c. 
remittances less home expenses. There i.s a great lack of precise 
data regarding the remaining fourth, and consequently the 
accuracy of the estimate must be clouded with mucli uncer- 
tainty. For 1920 it is proposed to take £270 millions, principally 
on account of increased revenue in that year from oil companies 
and from tea and rubber plantations. It has been suggested in 
certain quarters that the net income from overseas investment 
has been seriously under-estimated, but the critics have not 
ventured to give any figures more nearly approaching iheir idea 
of the amount, and it is not clear that they have always dis- 
tinguished between the gross and the net national income from 
this source. Until a definite new figure is put forward, sup- 
ported by su])staiitial evidence, it appears better to continue t < 
'luakc estimates on a conservative basis. 

OTiiJiR Rfokifts 

“ Commissions,” or payments for services rendered in this 
country for the l)enelit of persons, etc., resident abroad, include 
acoqilaiice credits commissions, discount on foreign bills, bank 
interest (/.e. short interest), comniis.sions, etc., on new issues 
paid by overseas borrowers, mercJianting commissions on over- 
seas produce, brokers’ commissions, insurance remittances from 
abroad, earnings on exchange transactions. All these heads are 
of such a nature as to make precise estimates of our receipts 
extremely difiicult, and the amounts paid by us to foreigners for 
similar services are oven imu’e indeternunate. Nevertheless, 
after taking further advice, it vseems probable that previous 
estimates may liave been too low and that £00 millions is a 
more probable minimum. Miscellaneous receipts in respect of 
the sale and purchase of secondliand ships to and from other 
countries, emigrants’ remittances, the savings of migrants return- 
ing to this country, tourists’ expenditure, etc., may still he 
allowed to stand, on balance, at £15 millions. 

Summary 

We can now sum up in the following table, all the entries 
in which, except those relating to “ Excess of Imports of Mer- 
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chandise and Bullion,” are, in a greater or Icaa degree, based on 
estimates : 


Balances of Income and Expenditure in the Transactions (other 
than lending and repayment of capital) between the United 
Kingdom and All Other Countries. 


rar titulars. 

1021. 

1025. 

1023. 


111 i\/ilIioii D’h 


Kxce.sa of Imports of ^Icrohandiso ami 




Bullion ...... 

321 


477 

Kstimatccl Excess of Covornir.oiit Eayments 




made Overseas ^ .... 

25 

11 


Total 

3tSt 

3 05 

477 

Estimated Net National Shipping Incomo * 

140 

124 

120 

Estimated Net Incomo from Overseas In- 




vGstmonta ...... 

220 

250 

270 

Estimated Receipts from Short Interest and 




Commissions ..... 

fiO 

CO 

CO 

Estimated Keoeipts from Other Servicts . 

1.5 

15 

15 

Total 

435 

440 

435 

Estimated Total Credit ( I ) or Debit (-) 




Balance on items specified above . 

-j Sf) 

•I- 54 

- 12 


^ Tli(LO iijclut’c some items on loan oecoiiiit^.. 

- Including clisbum'menta of foreign ship.i in British porta. 


Except in so far as payments and receipts in respect of the 
1 rincipal of international loans are included in the calculation 
I tb.e “estimated excess of Government payments overseas,” 
the above table refers to revenue transactions as ojiposcd to 
capital transactions. It also represents the income earned and 
expenditure incurred in the years specified, and some part of 
tlicse transactions were not settled by the payments made within 
those years. If it be correct to assume that the bulk of our 
(jverscas trade is conducted on the basis of GO days’ credit, tlaai 
the balances in respect of actual receipts and payments in the 
yems specified would be +114, + 60, and — 5 instead of the 
figures shown. It is not suggested that the latter figures are 
more accurate than those in the table, but they are introduced 
for the purpose of emphasising the fact that credit outstanding 
is an essential element in every trade balance. Every manu- 
facturer or merchant in drawing up his balance-sheet includes 
with confidence debts due to him, i.e. credit which he has extended 
to his customers, and only by way of precaution does he make 
an allowance for bad debts. Moreover, if his debts exceed tlic 
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amounts due to him he does not, therefore, consider himself in a 
state of bankruptcy, though a continuing adverse balance miglit 
bring him there. The artificial divisions of time do not apply 
to trade, which continues always in a moving equilibrium. 

The table shows that on balance we are £66 millions to the 
bad compared with 1925. An extension of credits for imports, 
so as to cover the imports of an additional 19 days, would, with- 
out other ehangos, be sufficient to meet this difference. After 
seven months of coal stoppage it is satisfactory to find that 
things arc no worse. 

Credit balances remaining on international revenue trans- 
actions arc available for new investment, and it has been 
customary to regard them as the chief source of funds for jmrehase 
of new issues for overseas investment. New overseas issues on 
the London market amounted to £134 millions in 1924, to £.S8 
millions in 1925, and to £112 millions in 1926, according to the 
i\lonthly Review of the Midland Bank for December 1926- 
Jaiuiary 1927, and to these sums should be added the amounts 
invested abroad in personal ventures in private businesses. 
These sums arc in excess of the credit balances of income avail- 
able in 1924 and 1925, but such balances are not the only sources 
from which new investments overseas can bo made. Inter- 
national capital transactions arc continuously being made, as 
well as revenue transactions. Foreigners arc constantly buying 
British and other securities in London, sometimes to considerable 
amounts, and London is always buying foreign and home securities 
from abroad, and on balance there may bo funds available for 
new investment. Short-term foreign money has been on occasion 
largely placed in London, and \vith tlic recovery of London as 
an international financial centre it is })robablc that foreign 
balances are larger than they were some years ago, but, although 
while they were growing they helped us to finance overseas 
loans, obviously this effect is not recurrent. A third source of 
funds for overseas invc.slmcnt is tliat of .sinking funds on 
overseas loans, which certainly amount to a considerable 
sum. On account of these capital transactions, as well as for 
reasons which have been expounded at length in previous annual 
reviews, there is no reason for expecting a clo.se correspondence 
between the total of new overseas issues offered on the London 
market in any year and the available balances of national income, 
and, accordingly, the excess of such issues over bahinoes is no 
evidence that the latter are seriously under-estimated. 

Taking into account the uncertain character of many of the 
No. 145. — VOL. XXXVIT. 
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items entering into the annual balances, it will be safer to sub- 
stitute for the precise figures in the table a range of variation, 
and to say that the credit balance of national income from inter- 
national transactions lay between £75 millions and £100 millions 
in 1924 and between £40 millions and £80 millions in 1925, while 
for 1926 there was probably a small debit balance. It may bo 
added that for 1923 the surplus of income over expenditure in 
international transactions of a revenue character was estimated 
at £153 millions, which would be raised to £183 millions if “ Com- 
missions, etc.” in that year were taken at the same figure as in 
the years 1924 to 1920. Allowing for defects in the estimates, 
we may say that the surplus of revenue over expenditure in 1923 
lay between £150 millions and £200 millions. In that year 
the total amount of new overseas issues offered on the London 
market was £136 millions. 

Co-orEiiATivK Coal Selling 

Reports of the Departmental Committee on Co-operative Selling 
in the Coal-Mining Industry. (Cmd. 2770. U’.) 

The reference to this Committee was “ to inquire into and 
report upon the desirability and i)racticability of developing 
co-operative selling in the eoal-mining industry, and to make 
recommendations.” The Samuel Commission had suggested 
such a measure “ in order to narrow distributors’ margins 
without exposing the consumer to exploitation by monopolies.” 
It held that “ the present system of selling appears to cai ry 
competition to excess ” ; but did not think that co-operative 
associations were “ likely to become so comprehensive as to 
stop any competition within the industry,” or to prejudice the 
consumer by establishing a monopoly. It sf'cms to have had 
in view the lessening of certain costs, and the avoidance of 
extremes of weak selling, especially in the export trade. 

In fact, however, the Committee divided into two groups, 
divided fundamentally on the issue of monopolistic policy. And 
their arguments do not meet. The Majority admit that “ normal 
competition in selling may be the greatest stimulus to efficiency,” 
but offer no criterion as to the definition of this normal, and 
more usually refer to competition by the literary epithets of 
” excessive ” or unhealthy.” They point out ordinary things 
about fluctuation and the recurrence of depression, but give no 
real consideration to the question of degree, and the reader is 
left in doubt on the issue how much competitive risk must be 
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taken as the offset to the right to take profit. Further, they 
are carried by their argument to proposals difficult to separate 
after all from a monopolist control. As might have been 
foreseen, they recommend local and district associations ; but they 
are prepared to compel membership of the latter if a sufficient 
majority is in favour; and although the separateness of these 
district associations is the safeguard against monopoly, as they 
state, they proceed to advise their co-ordination by working 
agreements as “ a desirable development.” They waver between 
admiration and distrust of the German compulsory Cartel ; and 
they hold that “ there are worse evils than a monopoly.” They 
are, in fact, driven, w'hero this argument is always finally driven, 
into an appeal to the motives with which economic power will 
be used ; ” monopolistic combines generally, in this country, 
have shown sufficient commercial vision to maintain a reasonable 
balance between the soiling prices which it is in their power 
to charge and the selling prices which tJiey actuall}^ do charge. 
There is surely no reason to doubt that the same prudence 
w'ould be showm by the coal -owners themselves.” Those who 
recall the conclusions of the Committee on Trusts of 1910, 
and of the numerous Committees under the Profiteering Act, 
will scarcely take this as at present a sufficient apologetic. It 
has been necessary, in Gernuany, the Vnited States, and elsewhere, 
to provide for a development of the law’, ])arallel with that of 
indu.stry; but the Majority, while they tliink that the law* as 
to restraint of trade should be clarified, do not a])pear to mean 
more than that marketing organisation.s .sliould have a defined 
status. This impasse, which briiigs in the Minority with an 
alarm against monopoly, is the i)osition likely to be reached by 
piecemeal inquiries into the problem of combination. 

The Minority simply assume that the whole objective of such 
arrangements is to make tlie consumer pay higlier prices, and 
argue tliat our manufacturing industries w^ill be injured, and 
that these considerations arc specially important to a country 
whose food supply depends on export. They distrust, as too 
ambitious and impracticable, an international arrangement. It 
is of interest to observe the points on which direct issue is joined. 
As regards stabilisation, no denial is given to the statement of 
the Majority, that German coal prices have, since the Cartel, 
fluctuated less than British ; and none is possible, because this 
is true. For the decade preceding the Cartel, the average actual 
fluctuation w'as in Britain slightly less than in Germany, 0*6 
shillings against 7*1 marks; while for the next twenty years, 
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the British figure is 8*5 shillings, the German 3*7 marks; as 
nearly as I can estimate, the error for qualities being assumed 
constant. On the other hand, the German prices are higher, 
except in the famous year 1 900, when, by forcing long contracts, 
the Cartel stabilised at the top of the boom. The Minority do 
not make this point, but argue for flexibility,” plus long 
contracts, as against a definite stability policy, which is “ quite 
secondary.” This logomachy leads nowhere, because the 
administration of a policy of stability (which does not mean 
uniformity) is not discussed in relation to price level and time 
of its special application. Stability is not any fixing of prices, 
but the considered adjustment of price changes. 

On the other hand, the Majority do not meet a number of 
statements tabulated by the Minority ; that post-war coal 
prices were above the general level of commodity prices ; that 
export prices were, relative to 1909-13, higher than those of our 
chief competitors ; that over a long period, wages were higher 
and profits lower in coal than in industry generally, and that 
capital had not failed to be available ; that the progress of the 
industry was more than satisfactory, compared with the growth 
of population. The point here is surely that, when a great 
industry has reached a crisis, the history of how it became great 
is not a reply to proposals for further organisation in view of 
changed conditions. 

Co-operative selling, which was tlie reference to the Com- 
mittee, is possible without a price or output Cartel ; and, if 
such notable cases as the Danish and other agricultural organ- 
isations had been considered, the Committee might have agreed, 
at any rate for a start, on something which would not at once 
have adumbrated any alarming developments. The further 
organisation might then have worked itself out. 

D. H. Macgrkgor 


Other Official Papers 

Ministry of Labour: Eighteenth Abatract of Labour Statistics 
of the United Kingdom. (Cmd. 2740. 45.) 

This Abstract makes a welcome reappearance after an 
interval of eleven years. There are some changes in the form 
and scope of the Tables, some old Tables are discontinued, and 
some new ones added. The Statistics are grouped under the 
main heads of: — Employment, Unemployment, and Unemploy- 
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ment Insurance (with valuable tables of distribution of employ- 
ment by industries, and its changes since 1881); Wages and 
Hours of Labour ; Profit-sharing and Co-partnership ; Wholesale 
and Retail Prices, and Cost of Living ; Strikes and Lock-outs ; 
Accidents, Diseases and Compensation ; Associations of Employers 
and Employees; Co-operation and Friendly Societies; Health 
Insurance, Pensions, Poor-Relief, and Migration. 


Public Social Services; Total Expenditure tinder certain Acts of 
Parliament. (H.C. 135 of 1926. M.) 

There is shown a total public expenditure on the “ social 
services ” of 338 millions for 1925, against about 23 millions in 
1891, and about 63 millions in 1911. The Preface points out 
that comparisons arc subject to the consideration that in some 
services, notably Health, recorded public expenditure has taken 
the place of unrecorded private expenditure. 


Companies ; Thirty -fifth General Annual Report of the Board of 
Trade. (S.O. Is.). 

Showing for ten years the number of Companies registered, 
total and average nominal capital, and distribution by amount 
of nominal Share Capital. 


Intertiational Year-book of Agricultural Statistics for 1925-6. 

(Rome : Institut International d’ Agriculture. 90 lire.) 

Thebe is given for every country a summary table of the dis- 
tribution of its agricultural land, its production, and its live-stock. 
For each crop there are tables of the area, production and yield in 
the several countries, with tables of recapitulation hy continents. 
These, and the live-stock tables, are related to the pre-war 
figures. Imports and exports for each product arc analysed by 
countries, again with reference to 1909-13, and totalised by 
continents. There are further tables of prices, freights and pro- 
duction of fertilisers. All thepe data are otherwise grouped and 
elucidated in the Introduction. This standard work of reference 
causes agriculture to be second to no industry in the compilation 
of international statistics. 
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Ministry of Labour Gazette, January 1927. (Vol. XXXV. No. 1. 
0(/.) 

Contains as a special feature a survey of Employment. Wages, 
Cost of Living, and Trade Disputes during 1926. 


Ministry of Labour. Report on an Investigation into the Employ- 
ment and Insurance History of a Sample of Persons insured 
against Unemployment in Great Britain, (Stationery Office. 
T?. 6d.) 

The sample in this Inquiry was about 80,000 cases out of 
about 12 millions, and of this sample 58,000 were the efTective 
cases which were analysed in detail. The investigation refers to 
the whole body of insured persons, not merely to the unemployed. 
Among the chief results are : that (1) 52 per cent, of the insured 
have drawn benefit at some time or other, with wide variations 
for the several trades, so that nearly one-half have never come on 
the fund; (2) the number of weekly contributions paid is for 
males nearly double, and for females more than double, the 
number of days’ benefit drawm; (3) the results do not show that 
age is a factor of predominant importance in the retention of 
employment, and o^er a giien period the age distribution of 
claimants to benefit does not differ much from that of all insured 
persons, though special circumstances alter this result at any 
given date ; (4) in the conditions about the year 1925, the waiting 
days formed under 8 per cent, of the total days of unemployment. 
A tabulation is also given to show^ the extent of transfer between 
one insured industry and another. This Report is of the utmost 
interest for the study of indu.strial conditions, and a valuable 
addition to social knowdedge. 


Teiith Annual Report of the National Savings Committee. (S.O. 
1926. 2d.) 

Progress is reported in all the parts of the organisation 
through which the Committee works. 


Reparations Commission. Report {No. XV.) of the Actuary for 
Reparations Payments, Nov. 30, 1926. (S.O. 35.) 
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Reports (No. XVa.) of Commissioners for German Railways, of the 
Reichsbank, of Controlled Revenues, of the Trustee for German 
Industrial Debentures. (35.) 


Ministry of Health. West Ham Union : Report of the Board of 
Guardians. (Cmd. 2786. 6i.) 

The administration of the Special Board in the third quarter 
of 1926 reduced the numbers relieved by 25 per cent., and the 
amount of relief by 45 per cent. 


Report by the Government Actuary on the Second Valuation of the 
Accounts of Approved Societies. (Cmd. 2785. 2s. ^d.) 

British Engineers Association. Monograph on the Economic 
Conditiom of the British Engineering Industry, prepared for 
the Preparatory Committee of the Economic Conference of the 
J.ea^ue of Nations. (32 Victoria St., S.W. bs.) 


Association of Teachers of Economics 

The fourth annual Conference of Teachers of Economics in 
British Universities was held in London from January 7th to 
10th, at the Household and Social Science i)cpt.. King’s College 
for Women. About twenty members of the Association were 
accommodated in Queen Mary’s Hostel, and from fifteen to twenty 
others were present at the various meetings. The discussions, 
of which a brief note follows, were, as on previous occasions, 
quite informal in character. 

1. Friday night. Profes.sor Carr-Saunders in the chair. 
Mr. A. W. Ashby on The Study and Teaching of Agricultural 
Economies.” The paper was given in response to an invitation 
extended to Mr. Ashby by those present a year ago at Birming- 
ham, Mr. Ashby described in .some detail the origin and aims 
of the departments of Agricultural Economics which have recently 
been instituted in many of our Universities, and urged that a 
closer co-ordination of their w’ork with that of the theoretical 
economist is desirable. He gave instances of the researches 
which agricultural economi.sts are seeking to carry out, and 
of ways in which, in the light of their conclusions, they can 
bring criticism to bear upon the generalisations of the text- 
books. 
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2. Saturday morning. Professor Clay in the chair. Pro- 
fessor Bowley and Dr. P. S. Florence on “ The Place of Statistics 
in Economic Teaching.’* An attempt to illuminate some of 
those dark recesses which many who are concerned with elemen- 
tary teaching are conscious of having long neglected. The dis- 
cussion showed that a strong case can bo made out for a more 
“ realistic ” presentation of social facts than is usually offered 
to beginners; and some practical suggestions were put forward 
as to how this can best be done. 

3. Saturday evening. Professor J. II. Jones in the chair. 
.Mr. W. T. Layton on “ The League of Nations’ Economic Con- 
feronee.” Mr. Layton, an active member of its Preparatory 
Committee, sketched in outline the Conference agenda, and 
contrived incidentally to say something informative on such 
diverse and complicated problems as tariffs, immigration, cur- 
rency and kartels. His address evoked an animated discussion. 
Mr. Layton emphasised how important it is that the public at 
large should have adequate opportunities of discussing the work 
of the Conference, and adequate enlightenment as to its scope 
and aims. His address will doubtless have accomplished some- 
thing towards the promotion of these objects. 

4. Sunday morning. Mr. F. Lavington in the chair. Mr. H. 
Phillips and Mr. J . Morgan Rees on ‘ ‘ The Present Position 
of Trade Unions.” Another topical subject, with which, said 
?Jr. Phillips, all those participating in “ extra-mural ” activities 
must necessarily concern themselves. He presented the problems 
of trade unionism in their historical setting, and urged that the 
significance of proposed changes in the law could only be appre- 
ciated in the light of the unions’ political and legal history. 
Mr. Morgan Rees contributed a sympathetic presentation of the 
attitude of trade unionists in S. Wales to the questions now at 
issue. The general strike, and the possibility of legislating 
against its repetition, were among the many topics touched 
upon in the subsequent discussion. 

5. Sunday evening. Miss Grier in the chair. Mr. G. F. 
Shove on “ Population and the Law of Diminishing Returns.” 
This “ paper ” was something of a tour de force, as Mr. Shove, 
having neither blackboard nor diagrams to assist him in a some- 
what involved argument, contrived to give the impression that 
he was making use of these adjuncts. His thesis defies com- 
pression, but it is to be hoped that we shall, in due course, sec 
the whole of it in print. As an experiment in a “ theoretical ” 
discussion (which the Committee embarked on with some mis- 
giving) this was a complete success. 
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Business Meeting . — The following Committee was elected for 
1927-8 : Sir William Beveridge (London), Miss M. Buer (Reading), 
Professor Clay (Manchester), Dr. P. S. Florence (Cambridge), 
Miss L. Grier (Oxford), Mr. Hubert Phillips, Professor J. F. Rees 
(Birmingham). The new members are Miss Buer and Miss 
Grier. Mr. Phillips was re-elected as Hon. Secretary and 
Treasurer, and, at his suggestion, an Hon. Auditor was appointed 
in the person of Mr. P. B. Whale. 

The arrangements for the accommodation of the Conference, 
for which the Association has to thank Miss Reynard and the 
authorities of King’s College for Women, won the admiration of 
all; and it was unanimously resolved to hold next year’s Con- 
ference (January 6-10, 1928) under the same auspices. It is 
hoped that an even larger number will take advantage, on that 
occasion, of the excellent facilities wdiich Queen Mary’s Hostel 
offers. 

H. P. 


British Association : Inquiry on Inheritance 

As a result of the discussion raised by Sir Josiah Stamp’s 
Presidential Address last year, a Committee was appointed by 
Section F of the British Association with a view to exploring the 
statistical aspects of Inheritance, so as to obtain a clue to its 
importance as a cause of inequality of wealth. 

It appears to the Committee that an important source of 
information may be found in direct personal knowledge of 
instances of bequest. They t herefore seek the assistance of readers 
of the Journal, who are requested to give the quite anonymous 
information asked for on the Form below. It will be sufficient to 
reply briefly under the number of each clause of the Form ; e.g. 
“ No. 3. Not more than £10,000.” Replies should refer only to 
estates of £5000 or over. 

The signature of the sender should be so placed that it can be 
easily detached and destroyed. 

Replies should be sent to the Recorder of Section F, Mr. R. B. 
Forrester, London School of Economics, Houghton Street, W.C. 2. 


Form 

1. I had direct knowledge of a person who died in the year 
• • . , at the age of , and whose whole estate was valued at 
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2. The income of the deceased was derived mainly from : 
investment, professional service, industry, commerce, agriculture, 
real estate. (Strike out what does not apply.) 

3. The amount received by the deceased during his lifetime 
by way of inheritance or bequest was, to my knowledge, not more 

less 

than £ . . . . 

4. The amount alienated by the deceased during his lifetime, 
by way of gifts, settlements, etc., was to my knowledge not more 

less 

than £ . . . . 

5. The disposal of deceased’s estate by his will was as follows. 
(If possible, state percentages going eventually to chief legatees 
A, B, C, or to other purposes.) 

6. Give any supplementary information which seems 
important. 


(’URRENT Topics 

The following have been elected to membership of the Royal 
Kconomic Society : — 


Allen, Miss R. E. 
Andrew, E. J. L. 

Ash hurst, A. 

Avadio, A. J. 

Ayyar, V. S. N. 
Baker, W. J. 
Banerjea, M. N. 
Barber, D. 

Barrow, A. E. L. 
Betts, L. G. 

Bhalla, P. D. 
Blackic, D. 

Bonn, Prof. M. J. 
Boyes, K. L. 
Braithwaite, Mrs. 
D. C. 

Brunyate, Sir J. B. 
Buchanan, Capt. 

J. N., D.S.O.,M.C 
Budworth, W. 

Bunt, A. P. 


Buyers, J. A. 
Cadbury, J. 
Campbell, R. ll 
Carl, W. W. J. 
Carmichael, A. H. 
Carpenter, G. 

Carr, G. H. 
Cawood, F. 

Chari, V. T. K. 
Cipriani, A. B. 
Clark, D. J. 

Clarke, F. M. 
Copclin, J. G. 
Craine, W. R. 
Daroo walla, N. A. 
Donnan, W. 
Dowdell, E. G. 
Durai, S. A. 
Edwards, A. 

Ellis, R. 

Eshborn, C. 


Fernie, W. G. V. 
Ficek, C. F. 
Fogarty, J. 

Fowler, F. 

Fraser, W. II. 
Friend, A. H. 
Fussell, G. E. 

Gash, Rev. I. J. 
Glossop, W. H. 
Gregory, W. C. E. 
Habcrler, Dr. G. 
Hacker, M. G. 
Harvey, J. R. 
Hellberg, A. T. 
Henry, C. J. 
Herschell, D. R. 

Hi, M. M. 

Hicks, J. R. 
Hiranandani, M. H. 
Hirobe, K. 

Hirsch, Dr. K. 
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Huffcr, W. A. 

Hunt, A. E. 

Hunt, A. H. 

Hunt, Miss W. M. 
Hunter, A. S. 

Jahina, S. J. S. 
James, T. L. 

Jones, Rev. 11. 

Jones, J. A. W. 
Kinsman, Prof. D. 0. 
Kirkconncll, Prof. W. 
Knight, P. 

Knight, R. 

Knox, Prof. F. A. 
Kreps, T. J. 

Ledger, C. 

Lightmaii, H. 

Lyle, W. 

McKenzie, A. W. 
Marks, G. N. 
Marshall, L. 

Martin, R. F. P. 
Martin, W. H. 
Mathur, D. P. S. B. 
Mattioli, Dr. R. 
Maung, E. K. 
Meddings, F. 

Mills, R. A. 

Millies, Mr.s. Nora. 
Mindel, A. S. 

Mitra, Prof. S. 

Monk, R. M. C. 
Morgenstern, Dr. 0. 
Morton, W. J. 
Mundy, Rev. R. S. 
Naha, J. C. 


CURRENT TOPICS 

Newbury, W. F. 
Nisbet, J. W. 
Nowell, R. M. 

Ong, llo Seng. 
Orwin, J. M. 

Page, J. K. 

Palmer, A. 
Panaitcsco, P. N. 
Parke, W. D. 
Paterson, R. W. 
Paymaster, D. R. 
Pcndrill, W. G. 
Pillai, V. N. 
Radford, A. 
Raducanu, Prof. I. 
Raeburn, H. 1). 
Ram, L-L. S. 

Rao, B. G. 

Ray, S. K. 1). 
Robson, A. 

Row, 8. V. B. 

Roy, R. F. 

Rubens, J. B. 
Russell, J. W. 

Saba, F. S. 

Sarker, N. 

Saxena, K. P. 
Sehumach, G. J. D. 
Selbie, R. N. 

Sen, Prof. K. N. 
vSharp, A. 

Shaw, R. 

Shultz, W. J. 
Simpson, F. A. 
Singer, Prof. Dr. 
Kurt. 
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Smith, S. C. 

Smith, W. T. 
Southam, E. A. 
Southgate, Capt. 

W. E. 

Stapleton, P. 

Steel, T. N. 

Stephen, P. W. 
Stewart, J. S. 

Stott, N. 
Summers-Higby, 

W. II. V. 

Taher, M. E. 

Tandaii, L. D. 
Tarbat, J. A. 

Taylor, 0. F. 

Teller, \V. 

Thomas, A. H. 
Tonkin, A. 
Townsend, S. 

Tucker, L. A. 
Tunstall, F. 0. 
Twigg, H. J. 
Tyldcsley, S. 
Venkatararaan, B. S. 
Vowles, W. II. P. 
Wallis, C. E. 
Warden, Mrs. E. E. 
Wearing, Pk 
White, G. L. 

Whyte, J. M. F. 
Wild, A. S. 

Williams, H. 
Williams, L. D. 
Wilson, Miss E. G. 
Wong, P. 0. 


The following have compounded for life membership : 

Cadbury, John. Dolling, H. W. 

Canaganayagara, N. ^1. George, A. H. 

Clogg, J. A. E. Hirobe, Kenji. 

Davies, J. S. Hirsch, Dr. K. 
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Hunt; A. IT, Paterson, R. W. 

Hunti Miss W. M. Paz, E. P. 

James, T. L. Ray, S. K. D. 

Latif, Khan Bahadur S. A, Sraffa, Dr. P. 

Lees, G. T. Venkataraman, B. 

Mattioli, Dr. R. Whyte, J. M. F. 

Nowell, R. M. 

The following have been admitted to Library membership : 
Barnett House, Oxford. 

Lehigh University Library (compounded for fifteen years). 
Vassar College Library, New York (compounded for fifteen 
years). 

National Federation of Building Trades Operatives. 

University of Oregon Library. 

Library Southern Baptist Theological Seminary, Louisville. 
Seminario de Economia y Finanzas, Buenos Aires. 

The University of Texas. 

Sydenham Library, Gujarat College, Ahmedabad. 
Amalgamated Clothing Workers of America, New York. 
Cincinnati University. 

Pennsylvania State College. 

State University of Montana. 

South-western College, Tennessee. 

American University Library, Washington. 

Wellesley College Library, Massachusetts. 

Leeds College of Commerce. 

University of Cincinnati. 

State University of Montana. 

We record with regret the deaths of the following Fellows of 
the Society : 

Bergson, J. (elected 1021). 

Gooding, W. P. ( ,, 1924). 

Knight, W. H. ( ,, 1913). 

Lea, J. W. ( „ 1913). 


A Committee has been formed to raise some permanent 
memorial to the services rendered by the late Professor Lilian 
Knowles to Economic History and to the London School of 
Economics. It is felt that the most appropriate memorial would 
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be a Scholarship or Studentship connected with Economic History, 
but the actual form of the memorial would depend upon the 
sum raised. Contributions should be sent to the Secretary, 
London School of Economics, Houghton St., London, W.C. 2. 


The Collected Papers of the late George Unwin, Professor of 
Economic History in the University of Manchester, will be pub- 
lished in the course of this year by the Royal Economic Society 
under the title of “ Studies in Economic History,” edited with 
an Introductory Memoir by Mr. R. H. Tawney. This book will 
be issued to members of the Society on special terms, as in 
previous cases. 


The second issue (for 1927) of the Economic History Numbers 
of the Economic Journal will be published in April or May. Con- 
tributions intended for this issue should be sent to Mr. J. M. 
Keynes, King’s College, Cambridge, before the end of March. 


An interesting series of lectures has been recently delivered 
at the University of Chicago to commeraorate the scsquicentennial 
of the publication of ” The Wealth of Nations.” The lectures 
will be published in book form by the University of Chicago 
Press. They include “ Adam Smith — Tlie Founder of a School ” 
by Prof. J. H. Hollander, “ A Genetic Interpretation of Adam 
Smith ” by Prof. J. M. Clark, “ Smith’s Theory of Value and 
Distribution ” by Prof. P. If. Douglas, and “ Smith’s Theory of 
Laisscz Faire ” by Prof. Jacob Viner. 


Some additional copies of Nos. 9, 37 -39, 41-43, 47, 50, 52, 81, 
82, 89, 92, 95, 96, 98-100, 103, 105, 107-111, 142 (June, 1926), 
143 (Sept., 192G) of the Economic Journal are required for the 
purpose of completing sets. The Secretary of the Royal Economic 
Society would be much obliged if any Fellows who can spare 
their copies of these issues would return them to the Assistant 
Secretary, Mr. S. J. Buttress, 6, Humberstone Road, Cambridge. 
A payment of 45. will be made for each copy so returned. 
Apart from the above, will any Fellow who wishes to dispose of 
a set, or part of a set, of the Economic Journal, kindly 
communicate with I\Ir. Buttre.'^s? 
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The eightieth anniversary of the birthday of Professor John 
Bates Clark was celebrated in New York on January 2Cth. In 
preparation for this event three projects had for some time been 
on foot. The first was a commemorative volume, in honour of 
Professor Clark, by former students and other admiring colleagues, 
under the general editorship of Professor J. H. Hollander of 
Johns Hopkins University, which will be published in the spring 
of 1027 ; opportunity being afforded to members of the Royal 
Economic Society to secure the volume at reduced rates. The 
second w'as a portrait of Professor Clark, painted by Ernest 
Ipsen, of which each subscriber will receive a reproduction in 
photogravure. The third was a complimentary dinner to be 
held at the University Club in New York on the evening of January 
2Gth. Although it would have been easy to gather a very large 
company, it was decided to limit it to eighty. About half of 
these were colleagues and former presidents of the American 
Association; and the other half leading representatives of the 
business and financial world. Professor Edwin K. A. Scligman 
was in the Chair, and appreciative speeches were made by Presi- 
dent Nicholas Murray Butler, by Professor Franklin H. Giddings, 
Professor Clark’s oldest friend and colleague, and by Professor 
Frank A. Fetter, of Princeton University, a past president of 
the American Economic Association. Professor Clark made a 
fitting response. The proceedings of tlie dinner will shortly 
appear in print. It is interesting to note that the Chair at Colum- 
bia University which was originally filled by John Bates Clark 
is now occupied by his gifted son, John Maiiri(je Clark. 


The following is an extract from the letter sent to subscjribcrs 
to Professor Clark’s portrait : — 

“ Professor (dark’s distinguished services to the science of 
economics are knowm to economists everywlierc. His is one of 
those great names in the history of economic theory whicli can 
never be forgotten. In his Philosophy of Wealth he sketched a 
picture of economies so broad and so comprehensive that genera- 
tions of workers will not exhaust the field opened up. In his 
Distrihulion of Wealth he cultivated a portion of that field so 
intensively, so fruitfully, and with such finish and polisli and 
precision that it will for ever remain a model to teach men how 
great deductive thinking should be carried out. 

“ Professor Clark’s writings have been the centre of more 
discussion than those of almost any of his contemporaries. He 
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has stimulated many other men to fruitful theoretical investiga- 
tions. The controversies which have clustered about his writings 
have given a great impetus to the science. 

“ Professor Clark, by nature the least controversial of men, 
has himself taken a limited part in these controversies. When 
he has done so, as in his interchanges with the great Austrian, 
Bohm-Bav/erk, he has set a standard for scientific controversy 
rarely equalled for courtesy, clarity, fair statement of an oppo- 
nent’s position, and fundamental grappling with the issues 
involved. 

“ Capable of the highest degree of s tientific abstraction, and 
carr^dng through in his Distribution of W ecilth the abstract method 
with a rigorousness rarely equalled in the history of the science. 
Professor Clark has never allowed himself to think in a vacuum. 
His use of abstractions has been a methodological device. His 
thinking upon economic problems has actually been carried 
through always on the basis of a rich knowledge of economic 
history and contemporary business facts. His interest in prac- 
tical political and social x)olicies has always been keen, and his 
sympathy for the toiling masses of mankind has been a basic 
insx^iration of all his work. But he has apx)rcciated, as few 
economists have axqjreciated, that the scientific analysis of cause 
and effect must not be vitiated by the j^ious wish that given 
causes might j^roduce different effects, and that the scientist 
serves mankind best by discqilining his emotions and striving 
to see only the truth.” 


Professor Allyn A. Young of Harvard University has been 
i.Ijpointed to the Chair of Political Economy in the University 
of London in succcs^don to Professor Edwin Caiman. Miss A. E, 
Lovett, M.A. (Oxford), ha^ been apj^ointed Reader in Economic 
History in the same University. 



RECENT PERIODICALS AND NEW BOOKS 

Economica (London School of Economics). 

November, 1926. Economic Welfare and* Family Responaihilily. H. 
Peat. Philip Burlamachi : a Financier of the Thirty Years War. 
A. V. Judges. Amendment of the German Bank Act. P. B. 
Whale. The Welsh Mint. Ll. Jones. The Economic Coyidiiion 
of Italy. C. Gini. Jefferson, Hamilton, and American Democracy. 
H. Finer. 

The Economic History Review. 

The Place of Economic History in University Studies. Sir W. J. 
Ashley . The Rise and Development of Economic History. N. S . B . 
Gras. The Merchant Adventurers in the Reign of Elizabeth. G. 
Unwin (the late). The Financial Organisation of the Manor. 
A. E. Levett. The Small Landowner, 1780-1832, in the Light of 
the Land Tax Asae^87nents. E. Davies. A Neglected Aspect 
of the Relations between Economic and Legal History. W. S. 
Holdsworth. 

This is the first number of the Journal of the Economic History Society, 
to which reference was made on p. 322 of our last volume. 

The Sociological Review. 

January, 1927. The Rise of the Danish Peasantry. P. Manniche. 
The Charting of Life. P. Geddes. The Development of Sociology 
in the United States since 1910. C. A. Ellwqod. 

The Economic Record (Melbourne). 

November, 1926. Federation and Finance. L. F. Giblin. Fore- 
casting Economic Conditions in Australia. IT. Barkley. The 
Australian National Dividend. J. T. Sutcliffe. The Industrial 
Revolution in the Far East. J. B. Condliffe. The Immigration 
Problem in Australia. G. L. Wood. The Efficiency of Australian 
Manufacturing. F. C. Benham. 

London and Camlrridge Economic Service. 

Special Memorandum. 

No. 17a. Numbers occupied in the Industries of England and Wales, 
1911 and 1921. A. L. Bowley. (P. S. King. 25. fid.) In view 
of the opinion of the Census authorities that no valid compaiison 
can be made on an occupational basis, this Memorandum revises 
the results of Special Memorandum No. 17, whose comparative 
occupational Tables are withdrawn. The comparison now made is 
on an industrial basis. Summary statistics for Great Britain 
showed that the proportion of occupied (which docs not mean 
employed) has changed very little, but hero are noteworthy 
shiftings in age distribution. For England and Wales thmo were 
decreases in the numbers of males engaged in agriculture, cotton, 
clothing, building, dealing, and personal service ; while the chief 
increases were in coal-mining, iron, steel and engineering, and 
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Covommcrit sorvioo. There was a marked fall in the iiumhcrs of 
fiaaalos engaged in ])ersonal serviec and in dressmaking. In 
))()(h sexes, sports and {*ntertaininonts show an inen-ase. The 
movement of agriculture down the list is notable; in the deeade 
it has been passed by mining, textiles and transport, and is now 
fourth among industiies, as distinct from serviet^s. d’ables are 
also given to show changes in geogra]>hical distribution. 

Quarlerhj Jourmil of Economics (Hai vard). 

XovKMUER, 1926. A Theory of Economic OsciUat ions. II, L. AIoore. 
The Nature and Fundamental EUara nts of Costs. R, T. Bvk. The 
Doctrine of Comparative Cost. E. S. M.vsox. Tlaorhs of En.sinrss 
Fluctuations. W. .M. Persons. 

Revie.w of Economic Statistics (Harvard). 

October, 1926. lleview of tlie 'Third Quarter of th'* Vear. Oar 
Loadings as an Index of 'Trade Volumes. A ^loiitlily Index of 
Commodity ihie(;s, lStnLl900. Xew ^'ork Bank (Mt‘arings and 
Stock Prices, 1866-1914. Monthly Produetif)n of Anthracit(‘ Coal. 

December, 1926. Statistical Record, 192r>, witli monthly data up to 
autumn of 1926. Includijig certain series of ligiires for selected 
fondgn countries, converted into .Vmerican units (Sup[»lement 1 
to Vol. VJIT. Pp. 261). 

American Economic Review. 

December, 1926. Mechanism of Adjustinent of International Trade 
Balances. H. Feis. Agricultural Crazes. A. 11. Cole. Burden 
of Ta.v Exemption of Government Bonds. \V. H. Rowe. 

Journal of Political Economy (C’hicago). 

December. 1926, Rural Taxation in New Brunswick. (h 

Keikstead, Washingtons Minimum-Wage Law. A. Jov. Ex- 
pansion. Possibilities of our Banking System. •!. V. Uuffm.w. 
Teaching the Principles of Economics. R. Pe i’ERson. 

Political Science Quarterly (New York). 

December, 1926. Egyptian ( ofton and the A merican Ci vil IPur. E. M. 
Earle. 


An 7 ials of the American Academy of Political and Soc.ial Science 
(Philadelphia). 

November, 1026. The Motion Piciure in Us Economic and Social 
Aspects. I. The motion piidairc in<lustry. 11. 'The motion 
picture. III. The motion ]>ieture in industry. IV. 'Th(‘ educa- 
tional and social value of the motion pictures. V. tVnsorship or 
freedom. 

•Ianuary, 1927. Federal and State Jurisdiction in. Anurican Life.^ 
1. Federal and State sources of revenue. 11. Phild labour and 
tlie Federal Government. III. Some pha.ses of State and Tedcral 
control. IV. Exton.sion of Federal infliuaiee in education. \ - 
Power development and its supervision. VI. (Corporation control 
by the Federal Government. 

No. Mr>.— VOL. XXXV IT. 
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Wheal Studies of Food Research Institute 
(Stanford Univereity, California). 

Decembkr, 1926. The World Wheat Si ina Hon, 1925-26: A Review 
of the Crop Year. Thoiip:h the world wheat crop approached 
4 billion bu.diels for the first time since 1915, prices averaged 
little below the high level of 1924 -25, when crops were much 
smaller. Canada contributed well over half of the overseas 
ex])orts of tlu; world and sold this large crop at very good jmees. 

Jai^uaky, 1027. Survey of the Wheal Situation, August to November, 
1926. The period under review was noteworthy for spectacular 
advance in ocean freight rates between mid-September and early 
November. The world wheat crop, exclusive of Russia, is the 
largest in recent years, except 1923. Crops in exporting areas are 
generally excellent ; those in importing areas are moderately good . 

Monthly Labour Review (U.S. Department of Labour). 

SEFrEMBEB, 1926. Labour Productivity in Cotton Manufacturing. 

October, 192(). Wages and Hours in the British Steel Industry. An 
indei)endent inquiry by the Bureau of Labour Statistics, in view 
of the “ scantiness ’ of official publications; based on information 
obtained from individual employers and union officials. 

November, 1920. Productivity in Meat Packing aiid Petroleum 
Refining, 

December, 1920. Prevalence of Five-day Week in American Industry, 

Bulletin of the Dejuirtment of Labour (Washington). 

No. 415. Wholc.sale Prices, 1899-1925. 

No. 416. Hours and Earnings in Anthracite and Bituminous (Coal- 
mining. 

No. 417. Decisions of Courts and Opinions AfTecting Labour, 1925. 

No. 419. Trade Agreements, 1925. 

No. 420. Handbook of American Trade Unions. 

No. 428. Proceedings of the Tndu.strial Accident Prevention t 'on- 
ference. 


Revue d'Ecmmnic Politique (Paris). 

SEFrEMBEK-OcTOBER, 1920. Obligations allemandes des chemins de fer 
contre hons de la IMfense nationale. K. Schlesingkr. La 
slabiliU des monnaies europiennes et le qmbleme des transferts. 
P. M. M. Pantaleoni et la iMorie dcono7niqne. G. Piron. 

Critique de I Economic pure. G. H. Bocsquet. Les ricentes 

theories montiaires anglaises. J. P. Lazaud. 

Journal des tlconomisles (Paris). 

November, 1926. Valorisation des criances prituks et des emprimts 
publics en Allemagne. Yves-Guyot. U Assurance sociale sur la 
vie. G. DE Nouvton". Im Coopiration kmomique en Europe 

centrale. K. Hantos. Les Pensions des veuveSt orphelins cl 

vkillardH en Orayid-Rrefagne. W. U. Barker. 
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lJi:cEMBER, 1926. LEndimie britannique. Yvks-Ooyot. La Tech- 
nique bancaire. P. Cauuone. Les liessource.^ minieres de. 
V Extreme-Orient. C. K. Leith. Le Budget du travail et les 
Assurances sociales. G. de Nouvion. 

January, 1927. Le mark Allemand. N. Moxdet. Les gains 
economiques de la Belgique et du Luxembourg d'apres la Traile 
de, Versailles. E. Lemonon. 

Le Musle Social (Paris). 

December, 1926. Le regime juridique applicable aux SociebKs de 
Sociitfsi (Omniujns). M. Cheminais. [A stilly of the holding 
company ill France.) 

Sckmollers Jahrbuch (Municli and Leipzig). 

50 Band, 6 Heft. Die Reihe als Mittel zur Kinschrdnkung der Kon- 
kurrenz. W. Stieda. Die Bedeutung von ('hrisiian Jacob Kraus 
fiir die Oeschichte der Volkswirtschaftslehre. F. Milkowskt. 
Landbau und landlicher Grundbesitz in Brasilien. 0, Quelle. 
Der Wille des Wdhlers u)ul das Maas seiner Verwicklung. A. 
Tecklenburo. Zwei Ischechische Schriften nber Wdhrunasreforni. 
11. Mi’LLKK. 

Jahrbuch far Nationalokanomie und Stalistik (Jena). 

125 Band, 4 Heft. Die IJrsachen der potenzierlen Wirkung des 
VP.rmehrten Ckldumlaufs nuf das Preisniveau. W. Euckkn. 
Amerikanische Finanzierungsmethoden. E. Bohler. 

5 Heft. Thesen iiber Wesen und Aufgabe der Theoretischen Sozial- 

okonomik. L. H. Geck. Amerikanische Betriebssyteme utid ihre 
Aturendbarkeil avf das deutsche Wirtschaftslehen. H. Vocel. 

6 Heft. Friedrich Freiherr von Wieser. F. A. VON Haykk. 

V ierleljahrshefte zur Konjunkturforschung (Berlin). 

1 Jahrgang, Heft 3. This number contains an exhaustive examination 
of the German Conjuncture in all its aspects — money, capital, 
income, production and employim;nt— together with a special 
treatmimt of the main branches of German industry, with the 
conclusion that, in November 1926, the symptoms indicated the 
beginning of a rise. There is also a review of the foreign Con- 
juncture. Very complete statist i(*al and diagrammatic tables are 
given. 

1 Jahrgang, Ergilnzungshcft 3. Zur Ijige der deutschen lAisidwirtschafi 
sell 1924. Dr. H. Paktzmann. An examination specially of 
conditions aflecting rye, wdicat, and potatoes. Der Welthandel in 
unchtigea Nahrungsmitteln und Rohstoffen vor uml nach dem 
Kriege. (Otlicial.) The turnover value of world trade in 1924 was 
94 per cent, of 1913, reckoned at pre-war prices, the decline being 
mainly in rcsjieet of raw mat(‘iials. 

Weltwirtschaftliches Archiv (Jena). 

25 Band, 1 Heft. Slrukturwandlungen der W ellwirtsduift . B. Harms. 
Die IlandelspolUischeyi Ideen der Nachkriegszeii. F. Eulenbkrq. 
Nordamerikas Wirtscluiftsaufstieg uml das paneuropdische Problem. 
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H. Vogel. Dk Vergdstung der Betriebn. W. Sombart. Dk 
(h'Uiidideen und Methoflen der landirirtschafiJlchcn Ceographie, G. 
Sti’DENSKV. Di(‘ moderne E ntwicJching des Lvftfahrtrerhis. O. 
iSCHRETBER. 

Archw Jiir Sozialivissenschofl urul Sozialpolitik (Tubingen). 
r)0 band, 2 Heft. Tiaiiovalisieruyig ah finanzielles Problam. M. J. 
Bonn. Drr Zahlmigshihvr.ausgleich hei eUmitigati WertUberlra- 
gungen. M. Palyt. Or^eUfichnft und iStaat. F. Sander. Die 
Phdnomenologie dcs Oeldtcetibewussfseins. F. VVilken. Genoasen- 
schafhursen in Soivjfdr upland. V. Totomianz. 

50 Band, 5 Ib'ft. Die langin Wellen der KonjunMur. N. D. Kondra- 

TIEFF. 1 nterventioniamua. L. MiSES. Die GeacMchte ah Funk- 
iion der Gddbeiagung. M. Herzweld. Bichtmige7i und Ent- 
iricklfingstendenzen in der ArbeAtsivhsenschaJly 11. W. Kliasbercj. 
Die hrithdie V< hdc/ierung gegen Arbeihlosigkeit. F. Heyer. Die 
Auj'bringang der Reparationslehiungen. 11. Staehle. 

ZeitscJirift Jiir die gesamie Staatswhsenachaft (Tiibingeii). 

51 Band, 3 Heft. Beichaverfassung und Hechhprechung. W. Simons. 

Der iaoUerte Btaaf, l<S2f)-ll)2G. K. Salin. Friedrich Freiherr 
von Wieser und aein E. SciiAMS. Die Discrepanz zwischen 

Leistung und Kinkommen in modernen Wirtschaftsleben. B. Molt.. 
82 Band, 1 Heft. Zur Reform der preussiachen Selbativerwaltuiig. H. 
VON Eynern. Wirfsch/iftsge.schichte und WirtarJwftstheorie. 
Mayer. Rodbertus und der agrarische Rozialko^iaervatiamus. H. 
Sultan. Zur Tran.^f erf rage. VV. Sulzuach. 

Giornale degli Ecotwmisfi (Milan). 

October. 1020. 11 probicma dd valore. F. Carli. La disoccAipazione 
in Italia. G. Galletti. 

November, 1026. Per I'Mipendenza economica dell' Italia. G. 
.AIortara. 11 problenia del tnlore. F. Caret. 

December, 1026. 11 rich produftivo in regime di rnoneta avariata. A. 
Cabiati. Di valutazione della produzione lorda delV agricolt uni 
Lombatda, 1910-14 e 1920-4. P. Albertario. 

TjU Riforma Sociale (Turin). 

November- December, 1920. Prignionieri oziosi. V. Porri. Eca)- 
nomla e hgislazione nelV agricoltura. F. Luzzatto. Conaumi e 
jtnzzi nel confrorito i nternazionale fra i aalari reali. G. Gallettt. 

Rcientia (Milan). 

December, 1020), The New Malthusianism in ike Light of Actual 
World Problems of Population. G. W. Knibbs. 

February, 1927. Vna leoria malematica suUa lotta per Vesistenza. 

V. V’OLTr.HRA. 

Metron (Padua). 

December, 1926. Le oariazioni atagiomli della naialiid. P. Luzzatto 
Feoiz. Probltme der Bevolke rungs- BeireguTig bei den Juden. J 
Lestsciiinskv. La richesse et le revenu de la pininmle Iblrique 
J. Vondell6s. 
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Ekonomisk Tidakrift (Uppsala). 

1926, No. 1. Commodity Value and Momy Value. David Davidson. 
It is argued that the concept “ real value ” or absolute value ” 
is necessary in discussions of the variations in comTUodity values 
and money values. Has the Present Tariff raised La/id Values ? 
Fritz Brock. *^rho Tariff (Commission has tried to show that the 
tariff has changed the ])osition of the farmers in Sweden for the 
worse, b\it yet raised land values. Brock thinks that this is 
impossible. If the tariff has been detrimental to the interests of 
the farmers, it must have lowered land values. The Pop}dalion 
Problem. Svkn Buisman. An address ri'ad to tlio Economic 
Society, Stockholm (with discussion). (Contemporary opinion has 
been levolutionised, as is most cleaily seen in the discussion 
of the emigration problem. The question of the optimum size of 
]) 0 ])ulation attracted little intere.st before the war, because wealth 
and welfare were rapidly rising through th(5 elha*ts of technical 
inventions, the utilisation of the “ new '* ecumtries and decreasuig 
mortality. Then^ is likely to be a radical change in thesi? thnni 
respects in the future. Population in North- wesstern Europe will 
soon he static. In Sweden it will ])robahly ris(i from 6 to 9 
millions and then fall to something like 7 millions. Mortality will 
rise, when tho composition of the ]K)pulation is changed, the older 
yc^ar groups becoming relatively more numerous. In the 
discussion Professor Knut Wicksell pointed out that the high 
mortality in France, apart from in tlu; lirst year of life, was to be 
ex[)Iaincd from thi.s fact; tho mortality in otluT year groups is 
not higher than in Sweden. 

1920, Nos. 2-,‘b The (krinan Heparalion Problem. David Davidson. 
A I’cview of the plans and proposals of the Dawes Committee. The 
English Coal ('risis. Karl Hilderhand. A review of the Coal 
( Commission Hi'port. The Co-operative Programme. Erik 

Lindahl. A review of a i)amphlet by Anders Orne, Postrnaster- 
( hmeral. The opinion that the co-operative societies can organise 
the ])roductioii and effect the distribution of nine-tenths of tlio 
Jiianufacturcd artichs which are nc<Kied in a modern society m 
criticised. One of the greate.st dillieulties Mill he how to lind 
sutheieiit capital. Another is the relation to trade unions. None 
of them has been very acutely felt so far, hut both will beeomo of 
grc'ater importance M'heii the production of consumers' co-operative 
societies has been further devcloju'd. The Hiidget. Ernst 
\\ i{iF()R.ss. A j)a}XT read before the Economic Society in Stock- 
liolm by the then Minister of Finance in the last Socialist (lovorn- 
ment (with di.sciission by (Mrlcson, Wicksell, Kobh, Wallenberg, 
h^kman and others). The Covernment Proposals concerning Social 
Insurance against Accidents and Illness. P. J. (L Lavkin. A 
])aper read before the Economic Society in Stockholm. 

1926, Nos. d-5. Sweden's Future Population. S. D. Wicksell. 
\"arious assumptions are made as to the future mortality, and on 
the basis of each of them the development of the population ligures 
is computed. The methods used by (L U. Yule are (aiticiserl. 
(.biupaiisoiis are made with Bowiev s and ( Vainer s similar 
attempts. The Elasticity of GoUl Prcslnction. tL Sii.verstolpk. 
Will a rise in tho value of gold cause a suh.stautial increase; iii gold 
production^ In his book The Problem of Stabilisation (Swedish) 
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Cassel has criticised the opinion put forth by Lelifeldt, that the 
answer to this question is in the affirmative. Silverstolpo defends 
Lchfoldt's view. It is true that gold production in the Transvaal 
iias nob been mucli reduced as a result of the decline in the value of 
gold since 1914. This, however, does not prove that a rise in the 
value of gold woiild have only a small elTcct on gold production. 
A report by the Transvaal Chamber of Minos gives figures which 
imply that if one could tiso ores containing 3 dwts. gold per ton 
lu- more the (juantity of ores utilised would be three times greater 
than when the limit is C dwts. gold per ton. 


ShandiiUi viska Kre'Jit/jktiebola'get (Stockholm). 

January. 1927. Gold Production and Gold Value, G. Cassel. Will 
the increasing (hmiaiid for gold be met by increased output ? It 
is doubtful if a further fall in the price level will stimulate pro- 
duct icui in iSouth Afj’ica; partly because the price level there is 
already below that of Europe anil America, so that the adju.stment 
of this disparity may cause Cape prices to rise; partly because of 
the problems of labour, capital and exhaustion of the mines. 
"In fifteen years the output will not cover even half the require- 
ment.' Prof. Lchfcldt's proposal for a gold trust will not meet 
the })roblem of decreaml supply. Economic depression will there- 
fore only be avoided by " systematically regulated scarcity of the 
amount of means of payment.” For this purpose the training 
ri‘ceived in international co-operation during the recent transition 
period will have been of great value in coping with the problems 
‘ which will press for solution when it once becomes necessary to 
abandon gold as a basis for our monetary system.” 

This number also includes short articles on Sweden's Import and Exp/ri 
of Capital^ and The Swedish Sugar Trust. 


De Economist (Rotterdam). 

November, 192fi. Theoretische economic en sociale politick, I. A. A. 
VAN Khun. Loondiens coujlicten. A. F. van liAKKRVEij). 

December, 1!)2(). Theoretische economic en sociale poliliek, 11. A. A. 
VAN JtniJN. Emmen. M. J. W. Roeg holt. Methode ran 
bere.kning van het toekomstige bevolkingsaccres. A. 0. Rolwerda. 

January, 1927. Winstbejag versus behaeflenbevredigi/tg. C. A. V. 
Stuart. Beschouudmjen naar aanleiding van het rappart van de 
Stoat scommissie voor het muntwesen. C. Hortsema. Nieum 
I Herat nr over de Waordeleer. R. VAN Genechten. De mixinmm 
bti'olking va?i Nederland. F. W. Hooft. 

Uevista Naclonal de Economia (Madrid). 

September October, 1920. Mi Psicologia Economica. V'izconde 
HE Eza. Jorge Federico Knapp y su siynificucidn en la Tejuia 
Dincraria. A. B. Canetk. La importancia de la eslalnlidad del 
airnbio exiranjero. P. M. Atkins. 

Novemrek-Decembek, 1926. J. F. Knapp: 11. A. B. Canetk. 
Iji nynlacidn dc la prodnreidn. d. M. th)NZ.Ai>KZ. 
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International Labour licview (Geneva). 

November, 1920. Collective Labour Agreements in lUilian Agriculture . 
December, 1926. The Constitutionality of Ixibour Legislation in the 
U.S.A. W. G. Kick. The Conciliation and Arbitration of 
Industrial Disputes. Annual Holidays for Workers, and CollrcHve 
Agreements. 

January, 1927. The Third International Conference of Labour 
Statisticians. Some Aspects of the Labour Problem in China. 
P. Henry. 


Other jiMkjations received. 

Chinese Economic Monthly, Palestine and Near East Econotnic Magazine, 
JjSgypte Contemporaine, Monthly Bulletin of Financial ami 
Ecorumic Statistics of the Tokyo Chamber of Commerce, Irish Trade 
Journal (Free State), Journal of the Bengal National Chamber of 
Commerce, U Esprit International, Tatter sails Cotton Trade Review, 
The Secretary, U tlconomiste Fran^ais, Wirtschaftlichc Nachrichten. 


NEW BOOKS 

(All Britiali books arc London , Araerioan books Sew York , unless 
otherwise stat<od.) 


English, 

Brioos (M.). Economic History of Enj^land. Second Edition, 
Clive. 1920. Pp. 548. 8^. 

Brown (F.). A Tabular Guide to the Foreign Trade Statistics of 
Twenty-one Principal Countries. Students' Bookshop. 1926. Pp. 
xxxiii H- 125. Is. Od. 

Cannan (E.). Money. Fifth Edition, revised. P. S. King. 

1926. Pp. 120. :]s. ixl. 

Catlin (G. E. G.). The Science and Method of Politics. Kegan 
Paul. 1926. Pp. 360. 12.^. 6d. 

Clapiiam (J. H.). An Economic History of Modern Britain. The 
Early Railway Age, 1820-1850. Cambridge University Press. 1926. 
Pp. 623. 25«. 

Dawson (W. H.). Richard Cohden and Foreign Policy. Allen 
and Unwin. 1920. Pp. 340. 10^. tw/. 

FitzRandolp (IT. E.) and TIay (M. D.). The Rural Industries of 
England and Wales. Oxford University Prt'ss. 1926. Pp. 239. 5s. 

IIawtrby (R. G.). Monetary Rcconst ruction. Second Edition. 
Longmans. 1920. Pp. 175. 10^. 6(/. 

LehI'KLDt (R. A.). Controlling the Output of Gold. Preface by 
Dr. Schaclit, President of the Reichsbank. I^ondon General Press. 

1927. Pp. 31. \s. 

Macartney (C. A.). The Social Revohition in Austria. Cam- 
bridge University Press. 1920. Pp. 288. 8.*?. 6J. 
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^Ialtuus (T. R.). First Essay ou Population, 1798. Clarendon 
Press. 1927. P]). xxvii 390. 10.s‘. Od. 

[Ah exact reprint nf ttie First Ktlition, publishod by the Koyal Economic 
Society. [ 

Mahsuaix (A,). Official Papers. Macmillan. 1927. Pp. 428. 

10,f. (W. 

[Contains the wlujle of .Mur.sh.ill's separal<- tM)ntribnt ions to official inquiries 
on cci'iioinic quest ions, reprinted fn)in pulilie documents ; including both evidence 
and tncrnorumla. Ihiblishcd by the Koyal Economic Society.) 

Martin (K.). The Pritish Publu; and the General Strike. Hogarth 
Pi ess. 192(i. I^p. 128. 3.S*. Od. 

.Ma ithiass (P. \V.) and Tfke (A. \V.). History of Barclay.s' Bank, 
Ltd. Blades. 1920. 1’]). 441. £2 2 n. 

Milnics (X.). 'j’h(‘ Feonoinies of Wages and Labour. P. 8. King. 

1920. Pp. 190. Ss'. Od. 

XcLAN (P.). A Monetary ifistory of Ireland. Part I : Anuieiit 
Ireland. P. S. King. 1920. Pp. 2li). d.5. 

l^KDDtn (d. ('apitalisin is Socialism. Longmans. 1920- 

P]'. 330. 7n. 0(/. 

IvCiss (Pv.), 'i’he Town-planning Handbook. P. S. King. 1920. 
Pp. 130. 3.S'. 

Roukrtson-Scutt (d. W.). d'lie Dying Ptaisant. Williams and 
Xorgate. 1920. I’p. 2b2. 106*. Od. 

Smith {W.j. A (*eograpliieal Study of Coal and Iron in China. 
Hodder and Stoughton. 1920. I*p. 83. Asa 

PvEii.uiA (S.). 'I’he Tndnstry and Trade of dapan. P. S. King. 
1920. Pp. 32(i. l.es*. 

WjM.rAMs (G. 1C). A Synop.sis of Economics. Methuen. 1927. 
Pp. U)S. 4.5, Od. 

[ \ guiilc to the more elaborate treatises, with rcha’onees for further study.) 


American. 

Atkins (D.). ddu* Measurement of Economic Value. San Fran- 
cisco. ddie Laiiteni ITcss. I92t>. i*p. 189. 83. 

Barnett (G. E.). Machinery and Labour. Oxford University 
Pn s.s (as agent.s). P)20. Pp. PU. lOs*. 

Bi.A( K (d.). Production Jv-oiiumies. Holt. 1920. Pp. 970. 
.‘^ 4 . 30 . 

Bkever (IL F.). Agents and Contracts in Expeut Trade. Uni* 
va rsity (.f Pennsylvania. 1927. Pp. 170. 

(.'ooMRs (W.). The Wages of Unskilled Labour in Manufacturing 
Industries in the U.S., 1890 — 1920. Columbia Uiiiversitv Press. 
1920. (P. S. King). Pp. 102. 9.v. 

Jh)(;HMAN (,r. R.). All Analysis of Display Advertising in Phila* 
tielphia Xew'spaper.s, to deterniine its Expressed Truth or Falsity. 
Ihiiversity of Pennsylvania. 1927. Pp. 94. 

Gemmiel (P. F.). Collective Bargaining by Actors. L^niversity of 
Pennsylvania. 



1927] 


RECENT PERIODICALS AND NEW BOOKS 


169 


Hanford (A. C.). Problems in Local Government. A. W. vShaw 
Company, 192(). Pp. 457. 

Hurlin (H. G.) and Berridge (W. A,). Employment Statistic.^ 
for the United States. Ilu.ssell Sage Foundation, New York. 192() 
Pp. 214. $2.50. 

[A plan for national collection, and a handbook of nictliods recommended by 
a Cornmitt<?o of the American Statistical Association. j 

Kuznets (S. K.). Cyclical Fluctuations. New York. 1926. 
Adelphi Company. Pp. 202. 

Lapp (J. A.). Practical Social Science. Macmillan. 1926. Ih). 
371. 75. 

Lincoln (E. L.). Steps in Industry. Macmillan. 1926. Pp. 
214. $2. 

[.V popular <?x posit ion of economic priiu-iplcs, for those enj^ii^cd in indiKtry.: 

Lyon (L, S.). Making a Living. Macmillan. 1926. Pp. 622. 

Is. 

(An introduction to the study of vocations, suitable for high .schools.] 

Moulton (H. G.) and Paslov.sky (L.). World War Debt Settle- 
ments. London. Allen and Unwin. 1027. Pp. 44S. 8.9. 6d. 

['Die most n'conl publication of the In.stitute of I'.conomii'S, Xenv York. 

SiccRiST (H.). The Widening Retail Market. Chicago and New 
York. 1926. A. W. Shaw Company. Pp. 186. 

ViNACKE (H. .\I.). Problems of Tndiistrial Development in China. 
O.vford University Pn'ss (as agents). 1926. Pp. 20.5. 9.v. 

White (L. D.). Public Administration. Macmillan. 1926. Pp. 
-195. 145. 


French . 

Ai:(;e-Laribk. Syndicats et cooperatives agricoles. Paris : 
Colin. 1920. Pp. 211. 

Bonnet (G,). Lcs experiences monctaires coiitemporaines. Paris : 
Colin. 1926, Pp. 212, 16 mo. O.-SO/r. 

Bonniatian (M.). La Ini do variation dt‘ la valour, et les mouvo- 
nients gcneraux des prix. Paris : (Jiard. 1927. P}). 154. 12 /r 

Colson (C.). Lcs changements apporte.s par la guerre a la 
richesso do la France. Paris : Alcan. 1926. Pp. 50. 7 fr. 

[A short brochure, but full of interesting figure-..] 

CORNELISSEN (C.). TVaite General do Seienee Eeonomique. T’om- 
troisierne : Theoric du Capital et dii Profit. 2 vols. Paris: Gianl. 
1926. Pp. 463 662. 120 /r. 

Divisia (F.). L’lndicc monetairc et la theoric de la monnaie. 
Baris: Siroy. 1926. Pp. 111. 

[A reprint of artieles from the Ah’et/r Polithpi*', 0>2.“> .and H)26.] 

Frois (M.). La santo et le travail des femmes durant la guerre. 
(Histoire iSconomiquo de la guerre, du Carnegie Endowment.) Paris : 
Cniversity Press. 1926. Pp. 229. 

Gide (C.). La Cooperation a Tetranger (Angleterre et R\issic). 
Paris ; Sirey. 1926. Pp. 230. 



170 


THE ECONOMIC JOURNAL 


[march 


Grandin (A.). Bibliographie gcncralc des sciences juridiqucs, 
politiqucs, coonomiquos. ot socialcs, 1800-1926. Paris : Sirey. 1926. 
Pp. 854. 300 fr. 

ir\N ros (E,). La monnaic; ses systemes et ses phenomcnes en 
Km ope Out rale. Paris ; Giard. 1927. Pp. 259. 

Jezr (G.). Les depensos de guerre do la Franco. (Histoiro 
lieoiiojniquc de la guerre, dii Carnegie Endowment.) Paris : Uni- 
versity Press. 1926. Pp. 90. 

Laoont (G,). Lc retour a I'etalon-or. (La politique moneiaire de 
rAiigletorre.) Paris: Payot. 1926. Pp. 240. 20 fr. 

JjAVERC.nr (B.). LOrdre cooperatif. Vol. 1 : Los faits. Paris : 
Alcan. 1926. Pp. 605. 45 /r. 

(This first voluiiu' contains especially an account of tho “ regies cooperatives,” 
i.t. of State or municipal enterprises carried on in tho public interest, chiofly in 
Hclpiuin.J 

Mahaim (E.) (Edit.). La Belgique restaiirec. Brussels: Lamcrtin. 
1926. 1^]). 686. 

Pietri-Tonelli (A. de). Traiie (ri'conomie rationclle. (Tr. from 
third Italian edition.) Parts : Giard. 1927. Pp. 639. 90 /r. 

Haynaud (B.). La vie economique internatioriale. Paris: 8ii’ey. 
1926. Pp. 488. 

Seelier et Brecgeman. Paris durant la guerre. (Histoire 
Kcnnoiuiqiio de la guerre, dii (.'arnegic Endowment.) Paris : Uni- 
versity Press. 1920. Pp. 90. 

Yaneff (S.). La constitution de lU.S.S.R. Paris: Giard. 
192(h Pp. 72. 12/r. 


(fcnmin. 

Heckman N ( T.). Die iritcrnationale agrarc .Arbeitsteilung Europas. 
Kioler A\»rtragc, Xo. 16. 1926. 

Bendixen (F). Das We.sen des G«ddc.s. Fourth Eilition. 
Munich. Diinckcr and Huinblot. 1926, Pp. 66. 3 

Bi’cuner (K.). Dio Finanzpolitik und das BundessteuersysUmi 
dor V. S. von .\mciika von 1789 bis 1926. Jena: Fischer. 1926. 
Fp. 471. 21;//. 

Gonhad (().). Absatzniangel und Arbeitslosigkcit als Daiifa- 
/u^tand. Wien; llol(Ier-P.-T. 1927. Pp. 104. 3 m. 

Deomer (11.). Die Ver.staatlichung des Kredits. Munich : 
I luncker and Huinblot. 1926. Pp. ,>7l. 14.50 ?;i. 

Drecilsle (H.). Da.s Schweizerischc Bankgeschaft. Ba.sel. 1926. 
I^p. 107. 

Heichen (A.), Deutschlands Zahlungsbilanz. 1925. Leipzig: 
Teubn(‘r. 1926. Pp. 94. 5 m. 

Kamue (M.). Gi’undziige (l(\s japonischeii Steuersystems der 
Gegeiiwart. .lena ; Fischer. 1926. Pp, 90. 4.50 m. 

Ku.ske (B.). Die histori.schen Grundlagen der Weltwirtschnft. 
Kieler VV>itrage, No. 17. 1926. 

Mataja (V.). Die lleklame. Fourth (revised) Edition. MiUiioli : 
Duneker and He.inklor. 1926. Pp. 391. 14.50 m. 
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(0.). Bio Sclbstverwalturij' dor Wirtschaft in don Tndustrie- 
und Handelskammorn. Jona : Fischer. 1927. Pp. 159. 0.50 m. 

Moll (B.). Die moderncn Gcldtheorien und Wiihrungssystenie. 
Stuttgart : Enkc. 1926. Pp. 82. 5.70 m. 

Muhrs (K.). Anti-Marx. Bd. T. Bor Prodiiktionsprozcss ties 
Kapitals. Jena: Fischer. 1927. Pp. 571. 30m. 

Price (H. T.). Volkswirtschaftliches Worterbuch. Toil I, 
Englisch-Beiitsch. Berlin : Springer. 1920. Pp. 220. 9.00 m. 

fA useful wf)rk, of wliieh the seeoml volutno will bo <»f sjX'oial inb3rost to 
lOnglish readers. The explanation of t-ochnical terin.s, Ac ts of Parliament , sc hemes 
such as the Howan or Stovenson plan. Royal Commissions and similar bodies, 
•‘to., is suppUmieiitc'd by a li.sfc of English and American authors and journals, .so 
t hut special usages are referred to b}’ auth r h-xt . i 

Ruhl (A.). Vom Wirtschaftsgeist in Araorika. Leipzig : Quelle 
and Meyer. Pp. 122. 

SciiLKsiNORR (R.). Bie Zollpolitik dor V. S. von Amcrika. Jena : 
Fischer. 1920. Pp. 100. 4.50 m. 

SciiCMPETKR (J.). Theorio der wirtscliaftlichen Entwicklung. 
Munich : Buncker and Hurablot. 1920. Second (revised) Edition. 
Pp. 309. 14.50 m. 

SoMBART (W.). This Wirtschaftsleben im Zeitalter dos Hoch- 
kapitalisinus. Vol. 1. Munich : Buncker and Humblot. Pp. 514. 
14.5 

T.SCHA.JANOFF (A. W.). Bie Landwirtschaft des Sowjctbimdes. 
Berlin : Parey. 1920. Pp, 40. 

Von Jankotoju (B.). Beitragc zur Theorio des Geldes. Wien. 
1920. Pp. 15S. 

Von Waltershausen (S.). Bio NV^elt wirtschaft und die staat- 
liehcn geordneten Verkehrswirtschaften. Leipzig ; Clocckner. 1926. 
Pp. 410. 22 m. 

Wekimann (H.). Kritischer Beitrag zur Theorie des Intor- 
nationalen Handels. Jt'iia ; Fischer. 1926. Pp. S4. 4 m. 


ilaliaii. 

k^MFOLi (A. da). Rifiessioni sull’ equilibrio cconomico. lleggio- 
(-alabria : Vitalone. 

Fasiano (M.). Sulla teoria della csciizione del risparmio dull’ 
imposte. Torino : Bocca. 

Graziani (A). (,Titica ricardiana. Modena. 

Kret-schmann (J. G.). La questione agraria in Russia. Piacenza. 
1920. Pp. 330. 25 lire. 

Loria (A.). Econoinia jxilitica (Third edition). Torino, 1927. 
l"l). 844. 70 lire. 

Porri (V.). L'Evoluzione econoinia Italiana neH’ ultimo Cin- 
queiitennio. Roma. 1920. Pp. 295. 
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Swedish. 

HecivSChek {K. K.) {K(i.). Sverigos ckoiiomiska och sociala 
liKstoria under ooli ofter V'iirklskrijet. Stockholm ; Norstedt. 1026. 
2 vols ill 1. P[). oOo *' 004. 


Indiau. 

S\i*RE (B. (j.). Economics of Agricultural Progress. Sangli. 
1026. Pp. 22”). 2.8 nip. 
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AN INDPJX OF THE PHYSICAL VOLUME OF PRODUCTION 

To-day it would be superllnoiis to dilate on tlie need for, and 
Uf'.es of, an index of tlic physical volume of production. The lack 
of this statistical measurement is one of the main reasons for the 
recent uncertainty as to some of the most elementary facts about 
our economic life, notably the magnitude of our national income. 
An index of production is useful in tw’o main respects. First, it 
affords a broad comparison of a large proportion of the national 
income at different dates. It is hardly practical politics to hold an 
annual census of production, and the declared policy of the Board 
of Trade is to have a quinquennial census. This provides the 
opportunity for direct observation, and the role of a production 
index is that of dead-reckoning. Secondly, it supplements other 
criteria which indicate the current activity of industry, for even 
the most comprehensive statistics of unemployment are after all 
merely an indirect means of estimating what a production index 
supplies directly. It is, in fact, little short of a national disgrace 
that this vital statistical measurement has not been supplied 
long ago. In the absence of any official effort to remedy the 
deficiency, I was commissioned three years ago by the London 
and Cambridge Economic Service to try to compile such an 
index. With the invaluable assistance of the editor. Professor 
A. L. Bowley, I succeeded in compiling an annual index from 
1907-13 and since 1920, which, while very incomplete and 
tentative, may perhaps lay claim to serious consideration. The 
task was rendered particularly difficult by the long period since 
the census of production in 1907. A similar census was taken 
in 1912, but the war interrupted tabulation and the results have 
never been published. A period of nearly twenty years has 
therefore elapsed since the last direct observation, and the risk 
of error in our dead-reckoning is correspondingly great. By the 
time that this article appears, we shall presumably be in 
possession of many of the preliminary reports of the 1924 
census, and it might have been deemed advisable to have 
No. 146.— VOL. XXX VI r. 
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waited for a short period. As, however, my index has come in 
for a good deal of criticism during tlio la.st year or two, and as 
the explanation of its composition, claims and limitations lias 
only been available in the publications of the London and Cam- 
bridge Economic Service, it has been thought timc'ly to jiublish a 
more readily accessible, if compressed, account of the index, and 
to meet its critics on fair ground — that is, before the 1924 census 
makes it easy to be wise after the event ! Moreover, in addition 
to its interest as alfording an absolute measurement of production 
in comparison with the lU’c-war period, the index provides a 
relative measurement from year to year, a matter which is of great 
interest in itself , especially since 1920, and one on which the census 
will not, of course, throw further light. This relative measure- 
ment has been attempted on a quarterly as w^ell as an annual 
basis, as will be seen later, but it should be realised quite clearly 
that the quarterly index is not to be used for absolute but only 
for short-period relative comparisons, since it is far less com- 
prehensive and less accurate than the annual index. 

Inherent Limitations of an Index ou Production 

In the construction of an index of production there arc three 
inherent difficulties which, inasmuch as they are almost insur- 
mountable, impose on the accuracy of the index limitations, 
which under certain circumstances may be somewhat serious. 
The first is that many of the products of industry are not capable 
of quantitative measurement. This difficulty appears in its most 
serious form in the ca.se of the engineering industry. Measurement 
by number of articles, weight or hor.sc-power, may give a reason- 
ably reliable index for the activity of particular firms over short 
periods, but the diversity of products, and the alteration in the 
character of the output of individual linns over longer periods, 
make sampling, except on a very large scale, an extremely risky 
procedure, wffiile the coinhination of a number of indices repre- 
senting different sections of the industry presents groat difficulties. 
8uch sampling is the only solution, but the task was obviously too 
big for an individual investigator, and 1 liad to reconcile myself 
to a very indirect representation of this highly important industry. 
This is a serious fault in the index, though, as will be shown later, 
its actual effects are not so great as might be imagined. 

The second inherent difficulty i.s that the output of an industry, 
even when quantitatively measurable, may over a series of years 
change qualitatively as well as quantitatively. Thus during the 
last twenty years there has almost certainly been a tendency 
towards an improvement in the average quality of the yarn and 
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cloth produced by the cotton industry, and therefore, though the 
quantity produced might be the same, the real return to the 
application of the resources employed in the industry would be 
greater. If the same were true of many other important indus- 
tries, which is possibly the case, it cannot be argued that because 
the index registers the same at two distant dates, therefore the 
income of the community from the production of material goods 
is the same : it may be higher or lower according to changes in 
the quality of the product. Fortunately such changes only take 
place slowly, and with a quinquennial census of production the 
error in future is not likely to be substantial. But an interval 
of nearly twenty years is considerable, and since there is some 
evidence in support of the idea that in this country the long- 
established general tendency towards finer quality work continues, 
our measurement of the volume of production in the last year or 
two as compared with the pre-war joeriod may yield results which 
appreciably under -estimate the national income. 

The third inherent difficulty lies in the inclusion of new 
industries w’hich develop importance as the years go on. Again 
this difficulty is not serious if a quinquennial census of production 
X^rovides the means of revising the structure of the index, but 
over the last twenty years there have been some remarkable 
developments, of which the motor trade and the artificial silk 
industry are notable examx3les, and this is another reason why 
the index over this long period will xn’obably tend to register too 
low. 


Methods of Construction 

Wo now come to the x>t’^^'dical difficulties involved in the 
construction of an index of production for this country. The 
fimdamental difficulty is, of course, the almost comjficte absence 
of statistics of the quantities of goods produced. With important 
exceptions, such as minerals, iron and steel, ships, and certain 
chemicals, the only available statistics are for goods exported, 
and in nearly all cases the 2)rox)ortion of exports to total pro- 
duction is far from constant, while the actual ratio has not ])een 
ascertained definitely since the 19U7 census. In the main we 
have to look for some other indication of changes in the volume 
of production. The best alternative is by measurement of the 
quantity of raw materials consumed, for, owing to the fact that 
so large a proportion of our raw materials is imported, statistics 
are more generally available. This procedure involves the 
assumption that the methods of manufacture do not change in 
such a way as to alter appreciably the ratio of raw material con- 

N 2 
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suiliption to lini^hcd product. This change is unlikely over short 
periods, thoiigii, again, twenty years is over long. A far greater 
source of error lies in variati{)ns between the rate of importatioii 
and the rate of consumption, owing to changes in tlie volume of 
stocks. .Some information is available as to port stocks, but, with 
one (W two exceptions, complete secrecy surrounds the stocks 
held by individual manufacturers. The potential error in the 
linal index is not likely to be very great, though that in the indices 
for certain industries in particular years may well be considerable.^ 

Having obtained index-numbers of some sort for as many 
dill’ercnt industries as possible, there remains the problem of 
combining them into an avei*age. The obvious method <jf 
^^ei^lllil)g vas according to the re]ati\i‘ net products of the 
iiahistrits as gi\{‘n in a census of production. This involved 
iiuiig data nearly twenty years old, and tluring this period the 
aggi'cgate net product of most indu.Ntries must have altered in 
relation to one another. To some extent such alterations vrill 
tend to a mutual cancellation, and the error in the linal avera.g'' 
will not probably be eon'^iderable, but it is disturbing, inasmuch 
as it is impos:?ibIe to say which v.ay the error lies. 

The gcjieral method of calculation may therefore be summed 
up as follows. In order to obtain a comparison of the normal 
pre-war income with that of the post-war i)erioil — which is the 
primary objective — the average of the years 1DU7-13 has been 
taken as the base for the index-numbers, and the combination 
of all the scries has ])eon eiU'cted by using the ordinary aritli- 
melieal weighted avTrage, since there is no advantage for thi-^ 
pnrpo.NC in more complicated stedisiical methods. The struct urt' 
has been built up on the basis of the HJ07 census classilication : 
an attempt has been made to obtain one or more ^ scries of 
production figures for each industry for which a separate net 
product is there given; these have then been transformed into 
index-numbers which have been weighted by the net product of 
the industry, and combined into the same groups as classified in 
the census : these grouiis have then been similarly coiiibiiK^l 
into a final index-number, representative of changes in the 
volume of production as a whole. 

The 1907 eeiiuis of production clasdtied the industries of the 
country in tliiiteen groups. The last group consisted of Public 
ITility Services (a.g. water, lighting, street traction, postal ser- 
vices, and the expenditure of local authorities), and may, thei’cfore, 

^ This and o(h<>r dillifultins uinl proljlonjs am irinre fully discaisycd in SjiL’i.ial 
-Mcinoniiidum Xo. 8 issued by tiie London and Cambridge Kcoiiomie Service. 

“ t\diere more than one scries is, in fact, available for any one industry, tiic> 
liinc lu i ji combiiK'd \n wliat seemed the mo.st suitable way in each ease. 
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be neglected for our purpose. Another grou]) — Miscellaneous 
Trades — can also bo passed over as relatively unimportant. The 
greater part of the products of tlic Clothing Tnidc Gruu}) is not 
quantitatively measurable, and can only be represented by 
increasing the weight assigned to the Textile Grouj), which 
furnishes its raw materials. This leaves ten groups of industries, 
but there seems no adequate reason for classifying rubber and 
leatl)cr manufacture as allied industries, as is done in the census. 
These have, therefore, been divided. To these eleven groups of 
manufacturing industries must be added agriculture, which was 
not included in the 1907 census, though it formed tlie subject of 
a special contemporary inquiry. Twelve index-numbers for the 
various groups of allied trades have, tlua’efore, been constructed, 
based on the following statistical information : 

Group I. Agriculture. — Production of crops, meat, milk and wool. 
Grou p 1 1. Mines ond Quarries. — Production of principal minerals. 
Group HI. Iron and Steely Engineering and Shipbuilding Trades. 
— Production of iron and steel, tin-phitc, galvanised sheets, 
exports of railway locomotives and railway wheels and axlc^s, 
tonnage of ships launched. 

Group IV. Metal Trades oilier than Iron and Steel. — Copper, lead, 
tin and zinc : home smelter output and total metal manu- 
factured. 

Group V. Textile Trades. — Se])aratc series for cotton, wool, jute 
hemp and linen, silk, and lace manufacture, based mainly on 
the Trade Returns of Imports and Exports at various stages. 
Group VI. Food, Drink and Tobacco Trades. — Separate s(*ries 
for grain milling, total flour consumption, sugar refining, 
cocoa, and tobacco manufacture — all based on tlic Trade 
Returns — and the production of beer and spirits. 

Group VII. Chemical and Allied Trades. — Production of stxla 
ash (supplied by IMcssrs. BruniuT, Moiid & Co., Ltd.), 
sulpliurie acid, and coal tar. Net imports of oil seeds, and 
phosphate of lime. 

Group VIII. Paper, Printing ami Allied Trades. — ^Net imports 
of raw materials reduced to th(‘ir paper making equivalents. 
Group IX. Leather Trades. — ^Nct imports of raw materials 
reduced to tludr leather contemt. 

Group X. hulia-ruhber Trades. — Net imports of crude rubber, 
gutta-percha and Balata. 

Group XL Timber Trades . — Net imports of timber. 

Group XII. — Clay, Stone, Building and Contracting Trades . — 
Represented in part by production of cement. 
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Notk I. — Convctions for stocks at different stages are possible in the case 
of non-ferrous metals, cotton, grain and flour, and indiarubber. 

Non: ir.— Where statistics depend on Imports and Exports, it must be 
nMuembered that the Irish Ereo Stato is excluded in the Trade Roturua from 
April 1, 1923, but since no important industry is thera carried on, this matter 
( an be iieglcoted, though for this reason the Agricultural Statistics used have been 
l onfitu'il lo Clreat Britain, except in the case of wool. 


The Annual Index 

Spaco forl)itli=f tho detailocl oxplanaiion of the data on whioli 
eaeli .series rests, and also the presentation of the detailed rosidts ; 
for litis, reference must 1x5 made to the London and Camhridgti 
Leonomic Service. Special jMcmorandum, No. VIII, and also tc) 
the monthly issues for June 1025 and Juno 102(5, which contain 
minor alterations and amendments. All that can be given hero 
is tlie following table, which shows the index-numbers for each 
of the twelve groups of industries, and in the last column the 
iinal index. 


Index-Nnmher,^ of Production for the Following Groups of 
hidusfries, and the Combined Index-Number for all Imlustries. 
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Comparison with other Information 

The following table shows the index of production, an index 
of employment based on the trade union statistics of their 
unemployed members, and an index of the weight of minerals 
and merchandise carried on the railways : — 
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Index-N iimhers of Produciionj Employment and Railway Goods 

Traffic, 

(Av. 1907-n = 100.) 
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Traltlo. 
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Such a f oinpan.<on is of oxtroinoly limited utility. Absolute 
coni])arison is obviously not admissible^ in respect of the ein])loy- 
]nont index, and must bo qualilied as regards railway trailic 
owin;^ to the devolopmont of road transport. In the comparison 
of 1021 with 1920, the oTuployment ind(‘x is obviously too high, 
for it takes no account of sliort time, while the traffic index 
is too low, iK'canse coal exercises an altogether disproportionate 
iiillnence, and in that year there was the three-months coal strike. 
Ill 1922, 1923 and 192 1, ])roduclion and ein])loyincnt approximate 
so clos(‘ly that it is diflicult to realise that these employment 
figures can only, as it were by chance, afford an absolute measure- 
iiK'nt of production, for not only has the total occupied population 
altered, but also tlu’ hours of work, etc. 

In 1925 tlie employment imh'x registm's a rather greater 
dc'clinc than the ])roduetion index, but this is probably due to 
the over-representation of the mining and metal industries in 
these trade union returns, which industries w'oni specially 
depn'ssed. The statistics of unemployment under the National 
Insurance Acts have lately become much more reliable than 
the trade union returns, and in 1925 these register a decline 
in employment much smaller than do the trade union returns, 
and in almost exact cori'cspondence with the decline in the 
production index. 

Average of the monthly i)ercciitages of insured workers 
reversed to show cMoffoyinent : — 

1923 88-4% 

1924 89-7% 

1925 vS8-7% 
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T]ie production index and the railway traffic index agree 
reasonably in 1022 and 1024, but the latter is inflated by the 
influence of coal in 1923, and correspondingly deflated in 1925. 
This difficidty cannot be surmounted by taking merchandise 
traffic only, since that excludes our most important industry 
with all its ramifying effects. For an absolute measurement of 
the volume of industrial activity, the mercliandise traffic and the 
coal traffic must bo comi)ined according to the relative iinportajico 
of manufacture and coal mining from the point of view of national 
production, and this results in bringing the ti’affio index below the 
production index, which, in view of the development of road trans- 
port, supports the accuracy of the production index. Conclusions 
from these traffic rotui'us must not, however, be pressed too far. 

In its issue of October 4, 1924, the Economist newspaper 
published an article entitled “ National Income and Taxation,” 
which contained an index of production since 1920, based on the 
year 1913. No detailed explanation of the methods of con- 
struction was given, and it appears indeed to represent a round 
estimate rather than the results of formal calculations. On 
October 20, 1925, Mr. W. T. Layton, the editor of the Economist, 
in a paper read before the Chartered Institute of Secretaries, added 
figures for the years 1024 and 1925. Adjusting our index to 1913 
as the base year, the f-wo index-numbers compare as follows ; 



/>. <(: a. L'ronomic 
{Service. 

E conn mi. -it. 

1U13 

100 

100 

1020 

90-4 

95 

1921 

OS-O 

SO 

1022 

H2-r> 

89 

192.3 

so- 9 

9.5 

1924 

90-7 

98 

1925 

890 

100 


In his paper, and also during a discussion at, the Royal 
Statistical Society’s meeting in January 1927, Mr. Layton pre- 
sented arguments in support of the greater accuracy of the 
Economist index, pointing out that in certain cases the available 
material, on which my index was based, was far from satisfactory, 
and that in particular the engineering industry was hardly 
represented at all in my index for the Ferrous Metal Group of 
industries (Group III). Since the engineering industry has not 
sulTered the same degree of depression as have iron and steel 
manufacture and shipbuilding, Mr. Layton maintained tliat 
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therefore the Group III index was much too low, that, in fact, 
the group index for 1024 ouglit to register higher than for 1913, 
and that this would ‘‘ lift the wliolo London and Cambridge Scries 
several points.” 

There can be no doubt whatever that tlie inadequate repre- 
sentation of the engineering industry is a most serious matter- 
in my original memorandum I described it as a ‘‘ glaring 
deficiency.” It may furtlier be agreed that tlie inclusion of an 
index for the engineering industry would raise the Group 111 
index, and therefore the final index. Where I differ from 
Mr. Layton is merely on tlie actual quantitative effect. Some 
idea of tliis may be obtained by experiment. Let it be assumed 
that a true index-number for the engineering industry, if it were 
available, would, for 1924, register 130 on a base representing 
the average output in the period 1907-13. This is pure assump- 
tion, but it fits in reasonably well with the evidence quoted by 
Mr. Layton, and errs if anything on the high side.’^ If then such 
an index for engineering be included with the existing series for 
1924, and weighted according to the 1907 census, the results, 
taking 1913 as the base, would be to raise the index for Group III 
from 82-1 to 95-3, and the final index from 90*7 to 03-6. Mr. 
Layton’s argument that the group index ought to register higher 
for 1924 than for 1913 seems rather too oi:>timLstic, while he 
appears also to have over-estimated the effect on the fitinl index. 
The omission of engineering is certainly by far the most serious 
defect in my index, and it is difficult to believe that the combined 
result of all the other similar deficiencies would raise the final 
index more than, say, 2 points at the outside, for these other 
deiiciencic's can hardly be supposed to create effects entirely in 
the one direction. 

Personally 1 am extremely doubtful whether an index for the 
engineering industry as a wdiole w'ould register as high as 130 
(on base 1907-13) in 1924. This figure w^ould raise the final index 
by approximately 3 points. 1 doubt wdicther the true in( V(‘ase 
would be much more than 1^ points. In general I should agree 
that the net result of the non-representation, or the inadequate 
representation, of many other minor industries might be to raise 
the index by anotlior 14 points. Further, though this is due to 
the inevitable limitations of any index of production over a long 
period, account must be taken of the appearance of virtually new 

* The German Kngiueering A.Hsociat.ion has presorittnl to tho Economic Con- 
ference an ostiniato that in 1925 tho output of tho llrilish engineering industry 
was 25 per cent, greater than in 1913. This has, liowcvor, been criticised as too 
high by the British Engineering Association. The increase would bo considerably 
•smaller, of course, on tho basis of tho avorago output of the sovon pro-war years. 
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induMrio:?, siicli as artificial silk and wireless equipment, whose 
out^uit is not included in the index, thouj^h the resulting tendency 
to depression in some of the industries which they are superseding 
is registered. Again, there has probaldy been on balance a 
tendemey towards a higher average quality of production. Taking 
all these points together, it must l)e regarded as practically certain 
that my index floes register too low as compared with the pre-war 
]ieriod. but it is highly improbable that the error is more than 
5 per cent. : in o( her wfU’ds it is liighly improbable tliat production 
in IOlU was more than ho ])er cent, of the 1913 level. 

I'Andenco in support of this conclusion has recently been 
]*rnvidod by Professtu* Bowley and Sir Josiah vStamp in their 
{■oinparative study of the national income in 1011 and 1024. 
lou‘ the same reasons as have just been considered, they conclude 
(hat our index n'gistfTs too low, and that instead of the recorded 
fall of 3-8 per cent, from 1011 to 1024, the index shoidd register 
the same in both years. With this qualification estimates of the 
national income based on production and on income are closely 
recon('i]ab](‘,^ and the authors therefore reject the Economist 
ind( X, wliieh would .show a 5 per cent, increase in material pro- 
ducti(»n in 1024 as compared witli 1011. The Economist, in its 
issue of ]\[a](']i o. 1027, suggested that the index of price changes, 
by wliieh th(‘ authors {‘Iiminat(‘(l the change in the value of 
money bet\\e('n tlu^ two dates, was too liigli, on the ground that 
undiu' pn'ponderanco was given to exiiort piice.s and the cost of 
^(‘rvices, including transport, ami that therefore the volume of 
])rodnetion so ealeulated should be larger in 1024. Whatever may 
be the ease in respect of sf'rviccs, it is, however, dillieult to suppose 
that (’Xpert prices are liighcr tlian liome prices, wliieh is wliat the 
Econo)iiiM im[)li(s. For a .settkaneiit of the whole controversy 
we must aw.ait the full report of the Census of Production. 

The Quarterly Index 

A brief account of the quart(‘rly index ma}^ now be given. 
.\ s has already been pointed out, the quarterly index is purely 
supplementary to the annual index, since it is far less com- 
pn’hensive owing to the dearth of statistical information available 
quarterly : its sole use is as a supplement to other information 
relating to eiirront productive activity. In addition to the 
limitation.s impo.scd hy the scarcity of data, there is the further 
ilifriculty of seasonal variations in the importation of raw materials, 
^.incc coiTcctions cannot often be made for changes in stocks; 
and there is also the lesser ditliculty of seasonal variation in the 
^ liowloy and Stamp, The National fr 'ome, 1924, p. 65. 
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actual volume of production, including the uneven incidence of 
holiday periods. The quarterly index admittedly rests on an 
all too slender basis, and requires careful interpretation, but even 
so it seems wortliy of consideration in conjunction with other 
information as to the state and prospects of trade. 

The quarterly index has been built up on pn^ciscdy the same 
general lines as the annual, and the material available for each 
group of industries may bo briefly summarised as follows : 

droup /.- -No q\mrt.»'rly in<lox ipi obviously possible. 

(•roup U. — Production of coni is alorio promptly nvnilnbli'. 

(I'roup III. — Product i(»n of j)i<» iron ami stool. For sliiplniilding, toiiu.it;o under 
oonstnictuni luis bo<^‘n taken, and not tonnago launclK'd as in the annual 
ind(s.\', sinco this affords a bettor indication of tho current activity of the 
ind\islry, which is tlio ]>rineipal aim of Iho quarterly index. Exports of 
railway looomotiv<‘S and railway wheels and axles are available. 

No eoinplot(3 quarterly serios i.s available for the production of tin plate or 
galvanised sheets. 

Group IV » -Ncitlier homo smelter outputs nor llio production of home ores are 
availablo qu.artorly. The only availablo indicator for tlio liomo smelting 
industry is, therefore, the net imports of or<'s. In the ease of eopp(‘r, for 
wliieh alono tho smelter output from imported ores is really important, the 
ore imports have been added to tho not imports of metal less U.K, exports, 
eorreeted for changes in port .stocks since 1920. One series in ealcailatcd 
for coj)per, ami one for lead, tin ami /.inc as in the annual iii«l(?x. 

Group r. — For cotton the scri<*s is based on tho quantities “ Forwarded to 
Trade.” Tho absence of any information wliatover in regard to stocks of 
wof)l, jute, hemji and linen makes a qnarterb’’ index impracticable. In llie 
•silk trade tho position is tlifforent, and though changes in stocks aro not 
known, tlie mc’thod employed for tlio annual iiult^x may reasonably he u.s('d. 
Tho method u.sed in obtaining I lie annual inilex for thi' laeo trade is not 
sufiicicntly n'lialilo on a quarterly basis. Only two scries, for cotton and 
silk, aro tlicref'n-o available for this gnnip. 

Group VI. — .Ml tho scries us('d in tlie arinunl imlcx are, available fpiartm-ly with 
tho exivption of spirits and beer. Since 1920 tho production of hem’ (hulk 
barrtds) 1ms bi'cn corisiilcrably h'ss than in pre-war years, and owing to its 
largo net })ro(luct, its oniissioii wouUl certainly result in loo high an index 
for this group. Jt has then foro b<'(Ui thought desirable to exclude sugar, 
which shows a larg(' incrcas<‘, by way of I'lb'cling some sort of balance. .Vs 
it is, 1(10 index still registers too liigli. Again, to includo tlio serii's ftir 
grain milling as well ns that for total Hour consumption app»*ared to give 
too much importance to llio industries concerned with bread-st utl's, and 
accordingly only th<' latter has been used. Tho scries taken, therefore, for 
this grou[) are Hour, c()coa and tobacco coiisuniption. 

Group r//. -]\Icssr.s. Brunner Moml have kindly siqiplicd a quarterly as widl as 
an annual index of (heir production of soda ash. No ((uartcrly statistics 
aro availabhi for the production of coal tar and pitch, nor, until recent ly, of 
sulphuric, acid, but tho net iuqiorts of iron pyrites give some indications us 
to tho latter, and havo been ulilistal. Tho scries for sci d-erushing and 
fortili.sors can bo calculated from tho Trade Returns. 

Group VllT . — The sorios can bo ealeulaled from tlio imports of pap(>r raw 
materials in tho same way ns for tho annual index. 

Group IX. Leather. — No quark rly index is obtainable. 

Group X. llubbcr. — Quarterly imports were found quite unsatisfactory. 

Group XI. Timber. — Quarti'rly imports wore found quito unsati.sfactory. 

Group XII. Production of Cement is not available quarterly. 
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Tlio following table show^s the group index-numbers, and the 
final index is shown in the last column, together with the weights 
used. TJie average of the four quarters of 1913 has been taken 
as the base (= 100), as it was not thought necessary to have a 
quarterly index for earlier years. 


In(l(\v-NH))ibf.rs of Product ion for the Followuuj Group,^ of 
fndusfric.'i and the Comhlnad Indcx-N umher for all Induf^tries. 
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1 

|0 

fii ^ 

u 

c S 
o 

rli 5 

fci_. 

Ill 

111 
' o 

Textile 

Trades. 

'C -5 t/i 

- H 2 

S5H 
'r-i Ct 

5 

S H 
S'3 

'."-J "3 

•Sij r: 

iP 

<!9 

^ ! 

g 0 c 
^ ^ r3 

AVi'i^tita 

C -• C milhoii) 

iii't lu'oiUict. 


U'O. 


1-2. 

yi. 

70. 

1 

2;. 

:u. 


1013 

1 

101-3 

100 5 

102-1 

110-0 

07-0 

105-0 

82-0 

1011 


2 

101-3 

0'.)-« 

100-0 

80-2 

102-2 

94-7 

107-2 

98-9 


3 

00-0 

00-0 

07-5 

81-2 

102-0 

102-2 

101-2 

960 


4 

101-4 

00- 0 

01.-2 

117-1 

00-0 

07-2 

100-5 

103-7 

1014 

1 

101-3 

00 -.8 

77-0 

108-7 

OM 

08-0 

80-4 

98-7 


o 

03-0 

02-7 

00-1 

01 0 

02-0 

05-0 

04-4 

933 

1020 

1 

80-4 

121-0 

77-2 

04-2 

120-7 

lOt-2 

88-8 

1049 


2 

80-0 

120-5 

50-2 

57-8 

llS-5 

128-2 

120-5 

101 2 


3 

82-5 

120-1 

80-8 

02-5 

120-0 

105-3 

120-8 

1 102 4 


4 

07-<S 

11 0-4 

72-0 

03- 1 

100-2 

121-4 

102-7 

922 

1 02 1 

1 

75-0 

100-0 

00-4 

30-4 

115-4 

04-0 

41-4 

82 3 


2 

0-2 

00-0 

03-5 

27-0 

123-3 

40-0 

31-2 

47-6 


3 

730 

71-1 

54-5 

50-0 

1 24-5 

71-1 

82-7 

77-2 


4 

80-0 

50-0 

43-0 

68-4 

114-2 

00-4 

61-1 

6.25 

1022 

1 

80-3 

04-1 

42-4 

()70 

114-7 

02-6 

44-1 

76-3 


2 

80- 1 

00-5 

44- 0 

73-2 

120-2 

100-2 

86- 7 

7S-9 


3 

8S-2 

00-7 

00-4 

72-7 

1.35-0 

'J6-1 

117-1 

85-1 


4 

05-7 

05-8 1 

57-0 

70-3 

100-4 

102-2 

05-8 

832 

1923 

1 

98-!) 

77-8 

74-8 

00- 1 

122-0 

116-5 

88-2 

832 


2 

07-1 

83-5 

78-0 

53 4 

121-1 

00-0 

11-4 1 

800 


3 

02-0 

70-2 

70-5 

51-4 

117-5 

06-1 

143-0 

84-7 


4 

'.♦0-7 

78-2 

000 

77-0 

120-1 

05-7 

100-0 

921 

1024 

1 

100-5 

84-0 

00-0 

07-5 

118-5 

103-3 

66-4 

896 


2 

0.3-1 

81-5 

85-4 

59-4 

122-7 

112-8 

120-6 

90 0 


3 

80-0 

74-3 

1010 

53- 1 

130-0 

113-3 

157-2 

89-6 


4 

02-2 

70-0 

05-5 

82-4 

133-5 

111-2 

141-2 

939 

1025 

1 

04-4 

72-7 

01-8 

80-0 

121-7 

117-2 

05-5 

916 


2 

82-2 

07-4 

02-5 

70-8 

125-4 

00-3 

1220 

87-0 


3 

78-3 

50-0 

100-8 

05-2 

121-4 

01-4 

134-3 

812 


4 

88-4 

00-5 

00-2 

80-4 

127-0 

08-0 

137-5 

888 

102«‘. 

1 

00-0 

07-2 

100-0 

87-2 

122-1 

97-0 

113-3 

908 


2 

27-0 

30-0 

03-2 

07-3 

120-3 

83-5 

141-3 

629 


3 

0-7‘ 

17-0 

108-0 

53-2 

122-6 

83-5 

142-4 

503 


4 

30-0* 

,30-5 

100-7 

70-2 

121-2 

03-0 

127-0 

641 

1027 

1 

05-7 

78-1 

114-5 

02-4 

138-4 

118-1 

134-8 

997 


Partly estimated. 
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Tho final quarterly index, averaged for each year, compares 
as follows with the annual index, adjusted to 1913 as base. 
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The only really serious discrepancy is for 1920, partly 
})ccaiisc the quarterly index does not include the produclion 
of tin-plate and galvanised sheets nor the timber trades, nor, 
of course, agricultural produclion, all of which were depressed 
in t hat year, but mainly because the tonnage under construction in 
shipbuilding yards was far greater than in 1913, while Uie tonnage 
launched, which is used in the annual index, was about the same. 
The year 1920 was exceptional in many ways. The minor dis- 
crepancies in other years can be exj)lained by a similar examina- 
tion of the component figures. But w'heu the annual ind(‘x is 
available for 1926, it will probably register very considerably 
higher than the average of the quarterly indices. It is true that 
the coal strike of 1921 did not result in any appreciable discrepancy 
betw'ccn the tw'o series, but those industries which are represcnteil 
in the annual though not in the quarterly index, fared very much 
better in 1926 than in 1921, owing to the use of imported coal, 
the more extensive development of electrical power, and other 
well-known reasons. But even if the annual index for 1926 
registers much higher than the average of the quarterly indices, 
it will still be too low as a measure of the volume of production, 
because the engineering industry is inadequately represented, and 
in that indirstry production was fairly wtII maintained by tho 
use of imported iron and steel : hence the index for Group ill 
wdll register much too low, since it is predominantly based on iron 
and steel production, wdiich virtually ceased. The annual index 
for 1921 is not open to the same criticism, even though iron and 
steel production was similarly afiected, first because the engineer- 
ing industry did not then maintain production to anything like 
the same extent, and secondly because the very high index for 
the shipbuilding industry brought the index for Group II up to a 
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I)oint which was probably reasonably representative of the 
engineering industry, and thus the final index was not invalidated. 


The Index of the Future 

On January 18, 1927, Mr. A. W. Flux read a ])aper before 
tlie lloyal Statistical Society entitled “ Indices of Industrial 
Productive Activity,” in which ho discussed at lengtli tlio general 
])roblems and difiiculties involved, lie also announced the 
intention of the Board of Trade to compile a quarterly index of 
})roduction as soon as the 1924 Census of Production results 
become available to provide the necessary basis. Mr. Flu x proposes 
to utilise the 1924 census net products in weighting the various 
series for combination, and in general to utilise the same methods 
of construction as have been utilised in my index. lie gave a 
schedule headed “ Nature of Information possibly available for 
the Several Trades.” Without going into detail, it may be 
ob^served that this information is almost entirely in the form of 
the actual output of the various industries. As the result of my 
initial inquiries in 1924, I satisfied myself that where I could not 
secure statistics of output, the reason, with one notable exception, 
was not that trade associations were unwilling to supply such 
outj^ut returns as they liad, but that tliey simply had not got 
the information : hence my resort to the consumption of raw 
materials as data. ^Vith the qualificalioji tliat in one or two 
industries of minor importance returns liavc recently become 
.sufficiently complete to be of use, I think 1 may claim that both 
my annual and quarterly index-numbers arc based on statistics 
of actual output in so far as they exist, and that means to a 
relatively insignillcant extent. The collection of now special 
returns is obviously a difficult task, especially as no compulsion 
is to be attempted, flow far Mr. Flux's schedule represents an 
asj)iration rather tliaii the results of actual preliminary inquiries 
was not revealed, but the fact, for example, that the output of 
“ tops ” is entirely omitted from the wool industry — which was 
pointed out in the discussion on the pajx'r — raises some fears lliat 
the details of the scheme have not so far received very exhaustive 
study. Bui it is to be sincerely hoped that this suggestion is as 
unwarrantable as it is ungracious, and that the Board will be 
able to start tlic index before the year is out. The need for a 
reliable index of production is great, and it is intolerable that it 
should be left to private enterprise to supply this gap in the data 
of our national economy. KSpeaking both for the London and 
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Cambridge Economic Service and myself, I may say that wo are 
under no delusion as to the weakness and deficiencies of^ our 
index, and no one will be more pleased when this task is taken 
over by the State with its more ample resources. Meantime, 
we shall probably recast our index on the new basis provided by 
the 1924 census, making use of such further current data as have 
become available, and continue it until the Board of Trade supply 
a better article. 


J. W. E. UowE 



THE LAWS OF HLMINISHING AND INCREASING 
COST 


In this article, the willing of which was suggested to me by 
I’cading Professor Sralfa's very interesting paper with a similar 
title ill the December issue of the Ei onomic Journal, I propose 
to discuss — analytically, not statistically — the relation between 
the quantity of output and the costs of production of particular 
commodities. At a later stage some secondary matters will 
come into debate. Our priniai')j problem is with the relation 
between quantities of output and the aggregate cost involved in 
pj'oducing each several quantity. Obviously no relation of 
this sort exists in regard to any commodity in a general abstract 
way. The nature of the relation— the form of the cost function, 
if wo will — must depend at least in part iqjon the stage of 
r cicntific knowledge and technical competence to which society 
has attained. Therefore wc must imagine ourselves placed at a 
particular point of time in a particular economic environment. 
J3ut this docs not mean that the cost function we are in search 
of is a statement of the aggregate costs which would be involved 
in producing various quantities of our commodity at that 
particular point of time. Rather, starting at that particular 
point — the present instant — I ask : *' What would be the aggre- 
gate cost of producing a unit per month if whatever time was 
necessary from now on was allowed for industry to adapt itself 
to producing a unit per month i what would be tlie aggregate 
cost of producing a unit per month if industry was adapted to 
that output ? and so on.” In MarshalFs language, I am concerned 
with the long-period or normal relation between output and cost, 
not with any short-period relation ; but by the normal relation I 
mean the relation that is normal now in the existing state of the 
world, not with the relation which would have been normal 
100 j^cars ago or Mill be normal 100 years hence. 

2. The concept of a cost function thus set out is still not 
free from ambiguity. For, since the adapting of an industry to 
any particular scale of production is liable to cover a certain 
])criod of time, circumstances external to the industry may 
intervene and modify costs in it during the course of the period ; 
and, since tlie period required for adaptation may be different 



JUNE 1927] LAWS OF DIMINISHING AND INCREASING COST 189 


for different scales of production, the modifications thus introduced 
may be different for different scales. Thus, suppose that one year 
is required for adaptation to a scale of 20 units per month, but two 
years for adaptation to a scale of, say, 30 units per month. It may 
happen that in the second year some pure scientist, wholly uncon- 
cerned with the industry, makes a discovery which revolutionises 
its technique. Are we to take account of that discovery in drawing 
up our normal schedule (or function) of aggregate costs ? If 
that schedule is to have logical coherence the answer is clear. 
It must mean the list of aggregate costs which would have been 
involved in producing such and such quantities of output after 
appropriate intervals of time, if no inventions (or other relevant 
changes) had taken place exeept such as are consequent upon the 
decision to produce the commodity on any given scale. The 
same point may be put more generally thus. All changes in 
costs that occur independently of variations in the scale of output 
of our commodity, variations, that is to say, which would have 
taken place even if that scale had remained unchanged, do not 
concern us. Thus, if a change of taste were to cause the bulk of 
good wheat land to be withdrawn from wheat and devoted to 
parsnips, so that, on the land left for wheat, more labour than 
before had to be spent to raise a given number of bushels, that 
change in labour cost would lie outside our province. Again, if 
general developments in industrial technique, banking and 
transport so operated that the real cost per unit of producing 
bicycles would diminish whatever quantity was being produced, 
that change also is irrelevant. We arc concerned exclusively 
with variations in aggregate cost associated with and due to 
variations in the scale of output of our commodity. This re- 
striction in the (/ucesUmn may well prove embarrassing to anyone 
who is seeking to determine from statistics what the cost function 
for a commodity has been at some period in the past. But it is 
logically coherent; and to a person attempting to frame a cost 
function, so to speak, forwards, in reference to the future, it 
will be a help rather than a hindrance ; for it lessens the range of 
his speculative survey. 

3. The next step is to obtain a clear idea of what precisely, 
for the purposes of a cost function, costs should be taken to mean. 
If we were concerned with a commodity produced by labour 
alone and if all workpeople were exactly similar, it would be 
natural and j)roper to measure costs in terms of the quantity of 
labour employed. But in real life practically all commodities 
are produced by the joint operation of several different factors of 
No. 146.— VOL. XXX VII, o 
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production, and it may well happen that the proportions in which 
these are severally employed are different for different scales of 
output. Hence some common unit is required by means of 
which a combination of, say, the use of so much labour, of so 
much capital and of so much land can be expressed in a single 
figure. There is no difficulty about this provided that, for the 
period relevant to our problem, the relative values of the several 
factors of production remain constant. Thus, suppose that 
throughout that ])eriod a units of factor A are worth b units of 
factor B and c units of factor C. Then, whatever combination 
of units is employed at successive points on the production scale, 
the total cost can always be expressed unambiguously in terms of 
units of A or of B or of C. In whatever terms it is expressed, the 
total cost, as between two quantities of output, will always be 
shown as varying in tlie same proportion, 'riuis, suppose that 
for oOO units of output we employ a units of A, h units of B 
and c units of C, and for 1000 units of output 2 a units of A, 4 b 
units of B and c units of (A Then, given that a units of A are 
throughout equal in value to b units of B and to c units of C, the 
change of cost in terms of A units is from 3 a to 0.^ a : in terms 
of .B units from 3 b to O.J b ; in terms of C units from 3 e to O.l c. 
TTiere is thus no ambiguity about what variations of cost mean. 
Jf, how'ever, the relative values of the several factors of production 
vary over the period of our }>roblem, the case is otlierwise. The 
variations in aggregate cost which correspond to given variations 
in aggregate output will be given differently according as we 
measure costs in terms of one or anotlier factor. This is easily 
seen by reference to the preceding example. Let us sujjpose 
again that the cost of ])roducing oOO units of output is a units of 
factor A jdufi b units of B plus c units of ( ', while that of producing 
1000 units is 2 a units of A plus 4 b units of B plus i c units of (1 
As before, let a units of A. b units of B and c units of C all have 
equal values where oOO units of output are being produced; but, 
where 1000 units of output are being produccal, let a units of A 
be worth I b units of B and Ij c units of C. Then, if w'e measure 
in terms of factor A. the aggregate cost of producing 1000 units 
of output is V time.s that of producing 500 units ; if we measun^ 
in terms of factor B, the corresponding figure is : if in terms 
of factor C it is A'- It is evident that this example merely 
illustrates a general rule; and that there is here a difficulty 
which must somehow be re.solvcd. 

4, Provided that no changes in the relative values of the 
diverse factors of production occur except such as are due to 
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causes external to the industry under review, the difficulty is 
not serious. If in the industry the period required from the 
present moment to make adjustment to various scales of pro- 
duction is nil, there is no difficulty at all. If the period for 
making adaptation is the same for all scales of production, say 
one year, we ought strictly, throughout our table of costs, to 
reckon the relative values of the several factors, not as they are 
now, but as they will be a year hence. If the periods of adapta- 
tion for different scales of output are different, one year for one 
scale, two years for a second and three years for a third, we ought 
to make our calculation with reference to relative values as they 
stand at some one point of time; but what point of time shall 
be chosen is a matter of arbitrary choice. Practically speaking, 
these adjustments cannot be made. We have to postulate that 
for periods relevant to our problem causes extraneous to the 
industry under review will not substantially alter the relative 
values of the several factors of production, and to make our 
calculations on the basis of the present state of those relative 
values. It is not likely that, by doing this, we shall fall into any 
serious error. 

5. When, however, the conditions are such that changes in 
the relative values of factors of production are liable to occur in 
conse'iuence of chamjes in ilia scale of ])roduciio7i of an industry ^ 
there is no satisfactory way of measuring real costs in terms of a 
common unit. For suppose, as before, that, when 500 units of 
output are being produced, a units of factor A, h units of factor B 
and c units of factor C have equal values, but that, when 1000 
units arc being produced, a units of A, J h units of B and U c 
units of C have equal values. There is no reason, in reckoning 
aggregate real costs, for preferring either of these relative valua- 
tions t(^ the other. But, according as we choose the one or the 
other of them, the ratio between the aggregate cost of producing 
500 units and 1000 units will appear entirely different. On the 
data of § 3, with the former valuation 1000 units will cost 2’ith 
times as much as 500 units: with the latter 2f;th times as much. 
With different data and different shifts of relative values, much 
more widely discrepant results w'ould be obtained. It might easily 
happen, for example, that, while on one system of relative valua- 
tion 1000 units would appear to cost much more than twdcc as 
much as 500 units, which implies that the average cost per unit 
rises greatly as output grows, on the other system they would 
appear to cost less than twice as much, which implies that the 
average cost per unit falls as output grows. There would be no 
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real significance in the result whatever it might be ; for its nature 
would depend, not upon the facts, but upon an arbitrary choice 
of technique. There is no way, whether on lines familiar to 
students of index-numbers or otherwise, by which the difficulty 
can be successfully overcome. 1 conclude, therefore, that, when 
changes in the relative value of factors of production are liable 
to occur in consequence of changes in the scale of production of 
an industry, it is not possible to assign a clear meaning to costs, 
and, therefore, is not possible to construct a costs function. 
Hence 1 am forced to coniine my study to commodities which 
indiviilually employ so small a proportion of each of the several 
factors of i)roduction that no practicable changes in the scale of 
their output could sensibly affect the relative values of these 
factors. 

6. Having thus outlined the scope of our inquiry, we have 
next to study the costs function somewhat more closely. The 
fundamental concept from our point of view is that of an aggregate 
costs schedule ; i,e. the series of aggregate costs that correspond, 
in the sense defined in § 1, to each several quantity of output. 
If y measures aggregate costs and x aggregate output, the funda- 
mental function may be written !/ -^f(x). Tliis function being 
given, it is easy to deduce from it, in respect of any commodity, 
two further functions, which may conveniently l)e named the 
average costs function and the marginal costs function. Average 
costs per unit being written Y« and marginal costs Y^/,, the two 
equations required are respectively — 


( 1 ) 

(2) Y. 


X 

df(x) 

dx 


It is easy to see that, in conditions such that Ya is constant for 
all values of x, is also constant and equal to Y« for all values 
f(x) 

of X. But, if is not constant for all values of x, Ya and Y/a 


will, for most values of x, have different magnitudes. If the? 
average costs curve slopes upwards or downwards throughout 
its length, the marginal costs curve will, throughout its length, 
slope in the same sense as the average costs curve : in other 


dH(x) 

words, if _ X is positive (or negative) for all values of x, 
dx 

will be positive (or negative) for all values of x. But, if the 
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average costs curve slopes upwards for sonic parts of its length 
and downwards for other parts, the marginal costs curve, though 
also sloping sometimes upwards and sometimes downwards, 
will have its turning-points opposite different values of x from 
those that face the turning-points of the average costs curve. 
Thus, if it is asked whether the production of a given commodity 
in respect of a given output obeys the law of increasing costs or 
the law of decreasing costs, the answer will sometimes be different 
according as these terms arc used in reference to average costs 
or to marginal costs. ^ It is, therefore, desirable, wherever 
ambiguity is in any way possilile, not to use these terms pllciter, 
but to speak, as occasion may require, of inertvasing or (h'creasing 
average costs and of ineiaaising or decreasing marginal costs. 
Since, when one of these sorts of costs is constant, the other must 
be constant also, the term constant costs may b (3 used without 
risk of confusion. 

7. Our first problem is to determine whetlua* it is possible for the 
class of commodity here under review to display increasing costs. 
Since, fx hypothec, an increase in the scale of output involves no 
change in the relative value of the several factors of prodiK.-tion, 
there is nothing to prevent [)roducers from meeting an enlarged 
demand by increasing the quantities of all the factors employed 
(including, of course, managing ability) in exactly eipial propor- 
tions. But it is impossible to conceive of any way in which an 
addition of 10 per cent, to output could require an addition of 
more than 10 per cent, in the quantity of all the factors at work. 
Unless, however, other arrangements of factors involve less real 
cost than is involved in a 10 per cent, increase in each of them, 
the 10 per cent, increase of each of them will be the methotl 
which it pays producers to adopt. Hencc', with this class of 
commodity, it is impof^titblc for production anywhere to take 
place under conditions of increasing costs. In this matter my 
conclusion agrees with that reached by Professor SralTa in Ids 
recent article.^ 

8. Professor SrafTa also maintains, however, that, under com- 
petitive conditions it is impossible, or at least extreiiudy unlikely, 
that production will anywhere take place under conditions of 

^ Tlie term inereiisiiij^ costs as \iso*l here is, of eoiirse, equivalent to (liniinisluiig 
returns, when that phrase is applie<l to tho production of particular eoininodities 
(and not to tlie yield of a ])artieiilar factor of production, utlier factors being 
ussumetl constant), and tlic term diininisliing eo.sts to inereasing returns. 

* “ The Laws of Hijturns under (’ompet it ive ConditioiiH,*’ Kcc^nomu Joi mnai,, 
December 1926. Cf. also tho fuller expo.'iition of liis vicus in tlie Annah ili 
Kconomia, Vol. II. No. 1. 



194 


THE ECONOMir JOURNAL 


[JUNE 


decreasing costs. He argues that decreasing costs can only 
result from the d(^velopment, in consequence of an enlarged 
scale of output, of either internal or external economies. He 
admits that, where monopoly prevails, as, for example, in the 
provision of a railway service, internal economies may operate 
with sufficient force to evoke them. Under competitive con- 
ditions, however, internal economies cannot occur in a relevant 
manner, because, if they did. the equilibrium necessary to com- 
petitive conditions wo\ild disappear and monopoly would super- 
vene. Hence there only remain external economics. These are 
admissi])le in point of logic; but. Professor SrafTa argues, as a 
matter of fact, the external economies of real life are almost 
wholly general in character, arising out of industrial progress as 
a whole, and not out of expansion in the scale of particular 
indnstT-ies. It is, he asserts, highly improbable that a small 
increase in the scale of output of a single industry will lead to a 
growth of external economies sufficient appreciably to affect costs 
in that industry. This point of view is clearly important and 
calls for careful study. 

9. Wc may conveniently consider first a monopolistic under- 
taking. Here it is agreed that large internal economies may 
easily manifest themselves. Two sorts of internal economy may 
be distinguished. First an enlargement in the scale of output 
may cause new methods of management to be introduced, which 
would yield no advantage if the scale were small, but substantial 
advantage if it were large. For example, increased specialisation 
in labour and in machinery and larger and more powerful tools 
may prove profitable ; and effort may be made to invent technical 
improvements — inventions in the ca.se of a monopoly are internal 
economies — which it would not have paid to think about in the 
day of small things. Where this class of internal economies plays 
a dominant part, the curves of average costs and of marginal 
costs will both move downwards towards the right by steady and 
fairly slow degrees. Secondly, in certain sorts of industry, the 
conditions are such that it is impossible to produce even one 
unit of output without incurring a very heavy cost for apparatus, 
but, when provision is made for supplying one unit, the addition 
to cost involved in the production of further units is relatively 
very small. Examples are the striking of medals, to provide 
even one of which a dye must be made ; the production of a printed 
book; the service of transporting goods by rail between two 
distant places. It is not denied that, when a large output is 
being catered for, the apparatus will often need to be more 
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elaborate and costly than would be wanted for a small output. 
All that is postulated is that the cost of providing the minimum 
possible apparatus is very largo relatively to the cost of using 
it in making a unit of the product proper to it. When this is so, 
the curve of average costs will slope downwards towards the right in 
a form approximating to that of a constant cost curve (rectangular 
hyperbola); and the curve of marginal costs will, for the first 
unit of output, show a cost equal to the whole cost of the apparatus, 
and will then drop very steeply to a very low level, at which it 
will continue to move towards the right more or less jiarallel to 
the base line. For example, we might suppose that to carry the 
“ first ” hundredweight of coal by rail from X to Y would cost 
£100,000, while to carry each subsequent hundredweight up to, say, 
10 million would cost Cxi. It will be noticed that in this example 
there is present, at all events up to 10 million units, decreasing 
average costs, but after the second unit constant marginal costs. 

10. I turn next to those industries operating under conditions 
of competition, to which Professor Sraffa’s argument directly 
applies. What he says about internal economies must be accepted. 
The representative firm must be conceived as one for which, under 
competitive conditions, there is, at each scale of aggregate out- 
put, a certain optimum size, trespass beyond which }'ields no 
further internal economies. The question we have to decide, 
therefore, is whether he is right in denying that external economies 
special to particular industries may be looked for in a measure 
adequate to establish conditions of decreasing costs. On the 
face of things it appears, in accordance with his contention, very 
improbable that a .wiall increase in the scale of production of one 
industry should lead to any appreciable external economies, such 
as inventions, improved technique, increased specialisation among 
the makers of the machines used in the industry and so on. 
This appearance is, however, seen on closer rellcction to be 
illusory. Nobody, of course, imagines that a small addition to 
the scale of output will lead to more than a small increase of 
external economies. What signifies, how^cver, is not the absolute, 
size of this increase. It is the ratio betw^een this increase, ex- 
pressed as a proportion of previously existing costs, and the 
increase of output, expressed as a proportion of previously 
existing output; and there is no reason wdiy the ratio be- 
tween two quantities which are both of the second order should 
not itself be of the first order. The point is easily illustrated. 
Imagine an industry so constituted that it can produce 100,000 
units of commodity for £100,000 and 200,000 units for £175,000, 
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and that the fall in the marginal cost of production over this 
range takes place at a constant rate. Then it is easy to see that 
the cost of production of 100,001 units will be £100,000 jilm 
'SS'o^oths of a £, i.e. £100,000 ll-0988r/. Thus the external 

economies duo to the addition of one unit of output to the original 
100,000 units amounts to only *0012 of a penny spread over the 
whole industry. This, looked at in itself, seems to be a negligible 
saving; but it is not really negligible. For, as the arithmetic 
of my example shows, if it is steadily maintained, a doubling in 
the scale of output involves a 12i per cent, fall in average costs. 
It may. indeed, be suggested in reply that external economies 
are, in fact, introduced per saltiim, in such wise that, while large 
increases in the scale on which a commodity is being produced 
may involve substantial economies, small increases involve no 
economies at all. There is. however, in my view, no ground for 
this opinion. There are many elements that go to make up 
external economies, and it seems reasonable to suppose that they 
will be called into play gradually as output increases, in much the 
same way that new purchasers are called into a market gradually 
as price falls. There will not be many persons who purchase 
more tobacco when the price falls by \(L an ounce ; but, none the 
less, we do not expect to find tobacco sales absolutely constant 
until prices have fallen, say, by 2r/, and then suddenly jumping 
forward. I hold then that the above line of argument in depreca- 
tion of external economics misses its aim. There is no reason to 
deny that increases in the scale of production of particular com- 
modities may bring about external economies in the industries 
making those commodities sufficient to insure markedly decreasing 
average and marginal costs. This is all that an analytical study 
can tell us. To determine the actual content of any part of the 
cost function for any commodity would necessitate a very difficult 
combination of statistical research and intelligent guess-work, 
which might, indeed, even in skilful hands, fail to achieve success. 

11. Up to this point T have refrained from using the term 
normal supply schedule. This term signifies the list of prices 
(representing real payments) which are required, time being 
allowed for necessary adjustments, to call out a regular output 
of various different amounts of a commodity. The normal 
supply schedule so conceived can, of course, be represented 
geometrically by a curve (the supply curve), or algebraically by 
a function (the supply function). We have now to determine 
the relation between it and the curves (or functions) of average 
costs and of marginal costs which were described in § 6. It is 
easy to see that, under conditions of private economy, a given 
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quantity of any commodity will never be offered for sale in a 
regular manner at a price per unit less than the average cost of 
production. Therefore, when for any commodity the marginal 
cost of any quantity of output is less than the average cost, the 
supply price will be equal, not to marginal cost, but to average 
cost. If we draw a marginal cost curve and an average cost curve, 
the supply curve will thus coincide with the average costs curve 
where this curve lies above the other. W^hen either curve is 
inclined negatively throughout its length, the other, as was shown 
in § 6 must be so inclined also, and the average costs curve 
must everywhere stand higher than its companion. In this 
case — that of continuously decreasing costs — the supply curve 
will, therefore, coincide throughout with the average costs curve. 
Under constant co-sts the curves of average costs and of marginal 
costs arc identical, and the sup^dy curve will, therefore, coincide 
with both of them. As was argued in § 7, cases of increasing 
costs in the sense given to that term in this article do not occur. 

12. One point only remains. In order to maximise satisfac- 
tion — inequalities of wealth among different p(' 0 [)le and so on 
being ignored — it is necessary, (except in the special case where 
satisfaction is maximised by a nil output, for that (piantity of 
output to be produced which makes demand price equal to marginal 
costs, i.e. which corresponds to the point of intersection of the 
demand curve and the curve of marginal costs. Exception must 
be made for the nil output case because conditions are con- 
ceivable in which the demand curve, coming from above, cuts the 
curve of marginal costs in respect of an oidput of a units and yet 
the aggregate satisfaction (as measured in money) due to the 
consumption of a units is less than the aggregate cost (as measured 
in money) due to the production of a units. In tliis case nil 
output is socially preferable to an output of a units. In all other 
cases satisfaction will be maximised by an output corresponding 
to the intersection of the demand curve and the eui*ve of marginal 
costs. Output, however, tends to be (tarried to the point in 
respect of which the demand curve intersects with the supply 
curve. In conditions of constant costs — since, in these conditions, 
as was shown in § 11, the supply curve and the curve of marginal 
costs coincide — that will be the right point. But in conditions 
of decreasing costs, where the supply curve coincides with the 
curve of average costs, it will not be the right point. Unless the 
State intervenes by a bounty or in some other way, output will 
be carried less far than it is socially desirable that it should be 
carried. 


A. C. PiGOU 



THE COLWYN IIEPOIIT ON NATIONAL DEBT AND 
TAXATION 

Ik port of the Committee on National Debt and Taxation, Cmd. 

2800. 1927. 7.s‘. Tx/. 

Appendices to the Be port, 1927. 5,s‘. Gf/. 

Minutes of Evidence. 2 vols. £l lO*’. 

This Report is, in the main, a vindication of the British 
system of taxation as it now is. Each tax in turn is considered, 
popular fallacies about each are dissipated, and the Committee 
conclude that all is for the best. In only two cases do they 
hesitate — the Sugar Duties and the Stamp Duties. They pick 
out the former — rightly, in my opinion — as probably the first 
national tax which ought to go. As regards the latter, they do 
not do more than express a hesitation, a doubt whether these 
dtitics may not slightly interfere in a way which does harm 
rather than good with the free mobility of capital. It is satis- 
factory, however, to sec tliat the Committee are justly severe on 
the argument that, if the reduction of the duty on cheques from 
2d. to Id. were to increase their use at the expense of the note 
circulation, this would justify a reduction in the level of our 
normal gold reserves. For this is a popular fallacy which over- 
passes the limits of ('xcusable error. 

With this vindication of our Tax System most economists — 
especially in the light of the new statistical evidence with which 
the Committee support it — will, I think, concur. When wo 
discuss or criticise the efficiency of Government and the ability 
of officials, we seldom do full justice to Somerset House, one of 
the best run and most useful institutions in the country, a 
remarkable creation of the British genius for administration. It 
is impossible to read the contributions to the proceedings of the 
Committee by Sir Richard Hopkins and Mr. W. H. Coates, of 
whom the latter is now unfortunately withdrawn into private 
business, and of the part obviously played in the preparation of the 
Report by the Committee’s secretaries, Mr. G. R. Hamilton and 
Mr. G. Ismay, one of whom, however, is now, I think, with the 
Customs, without feeling that Somerset House understands its 
business. 
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The most important practical conclusion to be drawn from 
the vindication is that wo are not, at the present time, beyond 
the limits of direct taxation as an efTieient fiscal instrument, as 
many, not unnaturally, have supposed us to be. Our direct 
taxes are exceedingly unpleasant to the rich individuals on whom 
their full weight falls, and they probably have somii unfavour- 
able reactions on the national savings, since tliey transfer wealth 
from the class which is the most likely to save its surplus, — 
though even this objection will bo mitigated if the Oovernment, 
to whom the money is transhuTcd in tlie first instance, 
itself saves it in some sha])c by directing it into productive 
channels. But apart from these consequences there is little 
or no evidence of the indirect harm which is often attributed 
to high income tax and death duties. As Professor Pigou 
put it in evidence, “ from a distributional point of view, it 
would plainly be best to take nearly all your money from the 
rich people, but that miglit be .so bad from a ])roductive point of 
view that the poor people w'ould in the end be damaged.” It 
might be, and the rich ahvays hope that it is. But the Committee 
conclude that, at present at least, it is not. 

In particular the Committee endorse, practically without 
reserve, the unanimous opinion of the economists who gave 
evidence that income tax is not shifted and docs not lead to higher 
prices to the consumer, as against the almost equally unanimous 
opinion of the business men to the contrary. The data at the 
disposal of Mr. Coates have enabled for the first time the d priori 
coiudusion of the economists to be subjected to a statistical test 
—and the test wdiatcver it may lx* wwth is very interesting indeed 
— from which it emerges undamaged. 'Fhe Committee “ conclude 
that the broad economic argument ” (that income tax is not 
shifted) “ is true over practically the whole field and for i)raciically 
the wdiole of tlic time, any exceptions being local or temporary 
and insufficient to invalidate it.” 

There arc many other popular fallacies, put into circulation by 
those who suffer from high taxation, which, as 1 liave said above, 
the Report seeks to dispcr.se. There is no evidence that post-war 
income taxes have driven individuals or businesses abroad on a 
scale W'orth troubling about, or that death duties break up 
businesses through the strain of finding ready cash to meet them, 
though the troubles of landed proprietors are partly admitted. 
In short, the Committee have reached the unpopular conclusion 
that our taxation is not too high — from which it follows, though 
this they do not underline, that it w'ould not be right to diminish 
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Relating Direct and Indirect 

N.B.—The taxpayer is assumed to be married and 
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Taxation to Specimen Incomes 
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admittedly useful expenditure, on such things as education and 
social insurance and health services, merely in order to reduce it. 
The Committee’s final summing-up is worth quoting : 


The biirtlon of direei taxation, while we do not wish to belittle it, ia less 
orushing than is frequently represented. It does not, with trivial excep- 
tions, enter di?octly into prieca, and its indire(‘t effects are not such as 
subatnntially to nffoet the general price-level. It has a materially adverse 
effect on savings, but tliia does not hold good so far as the receipts are 
ap])liod to payments on account of tlie internal debt. Again, it lias widely 
diffusod psycliological effects, and has been responsible for a good deal of 
diseouragornent, while trade has been suffering from long-drawn-out depres- 
sion duo to wilier causes; on tho other hand, some of the psychological 
effects have boon actually beneficial. In our opinion tlio [ircsent taxation 
— even in conjunction witli the loss of material wealth due to war expon- 
<liture, which lies behind the National Debt- -is not one of tho main causes 
of industrial dilliculty. ... So far as taxation is concerned, wo think that, 
if general conditions improve and times become more prosperous, tlie burden 
will 1)0 carried witli comparative ease. Wo base our conclusions, not on 
precoii(;op(ions, but on tho long analy.sis contained in t)io foregoing part 
of our Report, in the light of whi(‘h they must stand examination. Wo may 
perhaps remark that the view whicli wo take is more optimist ie than tho 
view which attributes to taxation a very large responsibility for tlie pi’osent 
industrial posit ion ; for, while there is little prospect of any great lightening 
of the tax burden in the early future, there is legitimate ho))o that in many 
respects more general conditions, botli at liomo and abroail, may improve. 

There is cne interesting anomaly in the distribution of tJie 
burden of taxation which emerges from the (.^ommittcc’s inquiry, 
but to which they do not invite particular attention. The Com- 
mittee have endeavoured to calculate for various years the per- 
centage of his income which a normal member of each income-range 
class pays in direct and indirect tax.ation taken together. 1'ho 
table is of such very great interest that I reproduce it in full on 
pp. 200-1. From this it appears that recent concessions to small 
income-tax payers have had the elTect of bringing down the 
aggregate taxation paid by those with incomes in the neighbour- 
hood of £500 to a much lower percentage of their income than 
is paid either by those who are somewhat poorer or by those 
who arc somewhat richer tlian thciiiselves. Whereas a man Avith 
an earned income of less than £200 or more than £1,000 pays in 
taxation at least 10 to 11 per cent, of his income, the man Avith 
an earned income of £500 pays only 0-2 per cent. The anomaly 
has always existed to a certain extent, but recent tax -changes 
have increased it. 

As regards tho taxation of the very rich, the Committee make 
clear how advanced this now is by estimating Avhat annual 
insurance premium would have to be paid in order to defray the 
Death Duties. For example, a man with £1,000,000 invested at 
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5 per cent., who wishes to leave his million intact for his heirs, 
has to pay away altogether about £36,000 from his nominal 
income of £50,000, leaving him with £14,000 per annum for 
himself. The number of millionaires in Great Britain would seem, 
by the way, to be of the order of 250, and the number of those 
with more than £50,000 a year somewhat more than 500. This 
strikes one as rather small compared with the army of nearly 
9,000 individuals who admit to having an income of more than 
£10,000 a year. Nearly 30 per cent, of the income of the very rich 
comes from directors’ fees and other so-called earned income. It 
is obviously now almost impossible to bo(!ome a millionaire 
except by means of increments of wealth which in one w ay or 
another escape tax. 

The Committee follow Mr. Coates in estimating the national 
savings (in 1924) at £500,000,000 per annum, which, allowing 
for the change in the value of money, is, they think, about 
£150,000,000 less than the corresponding figure before the war. 
This is very near to the estimate of Professor Bowley and Sir 
il. Stamp for the same year, namely, £475,000,000. IMr. Coates, 
who claimed that his aggregate was correct within 10 per cent., 
explained that the details of it w'cre made up as follows : 

£ 

iniliioiis. 

Int(Tnal new issues for invest nient in the United Kinj;doin , 89 

Inf(Tnal now issues for investment abroad .... llh') 
Addition to National Savinjjis (.’<‘rti(ieates .... 3 

Increase in Treasury lioldings of Bonds tendered in jiayinent 
of Dcii th Duties 

Investm nts soUl by t be banks ...... 35 

New boi ses ........ . 35 

Profits I )t distributed by companies himI private, tradcis tml 

invested in own buhines.sp.s ; niul miscellaneous . . . I'.D 


This is a net addition after allowing for the dc[u*('ciati()U of 
obsolescent goods, and it does not include such things as house 
furnishings. The figure is a very considerable one. The national 
w'calth at the present time, so far as it can be measured in money, 
probably docs not exceed £24,000,000,000; so that, on the above 
computation, it is increasing at about 2 per cent. ])er annum, at 
which rate it will have increased by 50 per cent, within twenty 
years from now. During the same period the increase of the 
population is not expected to exceed 5 to 8 per cent. Thus we 
have a prospect of abundant resources available for new' housing 
and new public utilities, if only w'e can learn how to absorb and 
employ them. 
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The most interesting item in Mr. Coates’ table, and possibly 
the most accurate, since it is based on definite figures in the hands 
of Somerset House, is the amount retained in the business by 
companies and private traders, namely, £J 94,000,000. I should 
like to add that, whilst his total is very likely about right, the logic 
of the table is open to criticism. Having rightly excluded the 
amount devoted to the Sinking Fund, since this releases resources 
for investment under his other headings, why docs Mr. Coates 
include the addition to National Savings Certificates and the 
Bonds tendered for Death Duties ? The correct addition in 
respect of the activities of the Exchequer seems to me to consist 
in the amount of productive capital expenditure by the State 
not covered by his heading of “ internal new issues.” 

Mr. Layton’s estimate (August 1924) as to who holds the 
internal National Debt emphasises the above conclusion as to the 
importance of the activities on capital account of institutions as 
distinguished from individuals : 

£ 

millions, 

British Joint Stock Banks and Foreign Banks with offices in 
London (including an estimato of £100 millions of Treasury 

liilliH) 7o0 

Bank of Fngland ........ 70 

Fowl Oflicn Savings Bank (£285 millions le.ss £120 millions in 
guaranteed <jr other securities not forming part of the <lead- 
weight flebf) and Trustee Savings Bank (£80 millions, le.ss 
£30 millions) ......... 215 

Covernment Secnritie.s purchased for depositors through tho 
Savings Batiks (£210 inillion.s) and 'IVu.stce f5avings Banks 
(£30 indlions) ........ 210 

'Preasury Note Koserve ....... 210 

Ways and .Means Advances (Ikihlic Dei>artmonts, £100 millions, 

le^s amount included uii<lcr Treasury Note Ile.serve), say . 70 

In.suraiuc (.'ompanies, approximaft'J^' ..... 350 

llailvvay Com[)ani<*.s ........ 80 

Add to prvredimj itctti'i to bring to par value .... 277 

Balance of Treasury Bills not included above, and held by 
various concerns, bill brokers, and others needing liquid 
resources, largely as part of tho tloating money system of 


the country ......... 300 

Held by jirivate persons liable to Estate Duty . . . 2,350 

Held by foreigners, trusts, charitio.s, trade unions, joint .stoek 

companies, etc. . , . . . . . . 1,650 


6,592 


Before we leave the statistical material of the Committee’s 
Report, Mr. Coates’ very interesting estimate of rates of profit 
on turn -over, given in his Memorandum on “ Incidence of the 
Income Tax,” printed in the volume of Appendices, must be 
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mentioned. Mr. Coates points out that calculations of rates of 
profit on turn-over are particularly valuable for comparative 
purposes between dilTerent dates and different industries because 
they are free from the difficulties of capital valuation and of 
changes in the value of money. His results can be summarised 
as follows : 


In< lust rial Group. 


Average rato of profit per 
cent, of turn-over. 



1912-13. 

1922-23. 

Cotton . 

7-()() 

2-47 

Wool . 

819 

9-78 

Iron and Stool 

7-49 

7-74 

IMisoelluneous Metal Iiulustrios 

CvlO 

5-22 

Food 

5-07 

711 

Whole.sale Distribution 

3 ■90 

4-14 

Retail Distribution 

8-48 

.5' 14 

Average of the seven group.s 

5-80 

rv43 


Whilst the reader will do well to consult the original for the 
details, the essence of the results is given above. Mr. Coates 
analyses elaborately the dispersion round the median and the 
mean, showing that tlie median is, in general, somewhat below 
the mean, being for the seven groups 4-01 in 1912-13 and 4*11 in 
1922-23. T)ic main additional point which emerges from this 
analysis is the magnitude of the dispersion, wdiich is so considerable 
as to do some damage to the conception of the Representative 
Firm. The figures for the seven groups taken together are as 
follows : 

Mclian. Lower qiuulile. l ^per cio.utile. 

1912-13 4(il 2-5:i 7(i7 3-59 

1922-23 4 11 1-24 8-4G 601 


Thus whilst profit on turn-over is, on the average, much what 
it was, it is decidedly more irregular than before the war as 
between one business and another. The unprofitableness of the 
Cotton Industry since the w^ar is brought out very strikingly. 

These results have been made possible by the large number of 
detailed accounts now available in the hands of the Inland 
Revenue Department. “ The number of accounts furnished 
No. 146.— VOL. XXXVII. P 
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voluntarily,” Mr. Coates tells us, “ now approaches a quarter of 
a million.” Of what incomparable value to economic study and 
to the science and practice of administration the continuous 
analysis of this material and publication of the results would be. 
With but a little development the Statistical Department of 
Somerset House could furnish us with a continuous census of 
production and curve of profit for the whole of British industry. 
Hundreds of thousands of pounds spent on this embryo depart- 
ment would be well spent. As it is, wo have an occasional tit-bit 
of information thrown us in an appendix to a Report on another 
subject by a gentleman who is no longer an official. I suspect 
that the scandals of economy arc far greater and far more per- 
manently injurious to the public good than the scandals of 
extravagance ever were. 

Upon two main sections of the Committee’s field of inquiry 
I have not yet touched, — the Capital Levy and the Sinking Fund. 

The Committee have dealt with the former in a most judicious 
manner — obviously aiming at, though not reaching, a unanimous 
Report. They admit no objections to a Capital Levy on grounds 
of general principle. They accept a memorandum from vSomerset 
House in which “ the Board of Inland Revenue, while they view 
the levy as a task of tlie first magnitude, do not regard the 
inherent difficulties as too great to be overcome.” They indicate 
that at the right time and in the right circumstances, which may 
have existed immediately after the war, they would support a 
levy. But they reject it on the ground of its disappointing yield 
in terms of its net results in return for what would undoubtedly 
involve a very considerable psychological and business upset. 
Finally, they attach great importance to the extent of the public 
support for such a project. The Board of Inland Revenue, at 
the same time that they admit the practicability of a levy, 
“ illustrate by reference to the success of the Excess Profits Duty 
and the failure of the Land Values Duties the primary importance 
of the attitude of the taxpaj-'cr to any large scheme of new taxation. 
They point out very forcibly the dangers that might befall the 
administration of a levy, either if there were systematic obstruc- 
tion or if there were widespread anxiety.” 

The number of individuals with a capital of more than £1,000 
is estimated at 1,500,000; of those with more than £2,500 at 
900,000; and of those with more than £5,000 at 500,000. The 
scale of levy suggested by the Labour Party, which exempts 
estates below £5,000 and takes proportions ranging from 5 per 
cent, to 60 per cent, on the rest, would probably yield about 
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£2,500 millions. A levy which would yield £3,000 milhons was 
the most drastic which received support in any quarter. 

Now what would this be worth to the Treasury after allowing 
for loss of revenue from income tax, super-tax and death duties ? 
These necessary reductions bring down the budgetary benefit 
from a gross figure of £150,000,000 (allowing interest at o per cent.) 
to a net figure of £00,000,000. It is the magnitude of this reduc- 
tion from the gross saving to the net which has taken most people 
by surprise. This net figure of £60,000,000 is equal to about 
on the income tax. Most people will agree with the Committee, 

I think, that — at least when income tax is not above 4 a\ in the 
£ — it would be wiser for a Chancellor of the Exchequer to put 
Is. on the income tax than to attempt to impose a Capital Levy 
on an exceedingly drastic scale. 

The illusions under which many of us have rested in the past 
as to the possibilities of a Capital Levy are a special case of a 
general tendency to exaggerate the importance of the National 
Capital as compared with the National Income. The former, 
even if w'c include in it the wliole of the land and natural resources 
of the country, is not above six years’ purchase of the latter. 
Capitalists and Socialists suffer equally from these illusions as to 
the importance of the existing stock of wealth. It is the flow of 
current income and current savings wiiich truly matters. 

Throughout their Report the Committee turn down every 
single one of the bright ideas submitted to them both by the 
present writer and by others. Quite likely they are right to do 
so. Bright ideas within the realm of taxation arc seldom w'orth 
w'hile. There is nothing to be done wisely except to raise all you 
can in straightforward direct taxation and the balance from 
luxuries and drugs in wide, general use. I do not dissent, there- 
fore, from the negative attitude towards change of the greater 
part of the Report. It is only when the Committee come to 
their own bright ideas, their sole constructive proposals, which 
centre round the Sinking Fund, that I find them speaking with a 
real want of wisdom. 

At present the standard rate of the Sinking Fund is 
£50,000,000 per annum, though for reasons pointed out by the 
Committee this is not generally equivalent to more than about 
£40,000,000 net reduction of debt. They propose that this 
amount should be raised immediately to £75,000,000 per annum, 
and as soon as possible to £100,000,000. The Minority Report goes 
further and rccomniend.s £ 1 .50,000,000. Finally, Rrofessor Hall, in 
a Report of his own, raises it to the equivalent of £300,000,000. To 

r2 
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aim at a Sinking Fund of £40,000,000 per annum or thereabouts 
can, I tliink, bo justified on grounds of prudent budgeting. This 
represents about 5 per cent, of the total budget, and a margin of 
this amount can be defended on the ground of being on the safe 
side one year with another, and having some surplus to meet 
contingencies. Any figure in excess of this, however, can only 
be justified on the ground of the importance of reducing the 
National Debt as quickly as we can. In what follows, therefore, 
I shall, in order to make the argument concrete, be comparing a 
iSinking Fund of £100,000,000 per annum with one of £40,000,000. 
The diflerencc between the two, namely, £60,000,000, happens, as 
we have seen above, to represent Is. on the income tax. 

The Committee do not elaborate any adequate philosophy of 
the National Dei)t. Doubtless they would not dispute that it is 
not a question of the amount of the national wealth but solely of 
its distribution. We should not be a penny the richer, either for 
waging war or for social reform, if, like Germany, we had prac- 
tically no internal debt. If “ paying off the debt ” really made 
us richer, the case for a Capital Levy would, of course, be over- 
w'helming. In fact, however, it is simply a question of the dis- 
tribution of the current national income between individuals, and 
of the tax instrument as a factor in modifying this distribution. 
Now the effect of heav> taxes in modern conditions is generally in 
the direction of bringing about a more equal distribution of income. 
The Committee in fact show that the effect of high post-war 
taxation has been somewhat in this direction. For this reason 
the “ capitalist — to use a convenient abbreviation — is apt to 
be opposed to high taxation, and the " socialist ” to be in favour 
of it. Nevertheless it is not easy to argue a priori from this what 
their respective attitudes to a heavy Sinking Fund will be. For 
the immediate effect of a heavy Sinking Fund is to aggravate the 
burden of taxation, whilst the manner in which the eventual 
release of budgetary resources will be employed, say twenty years 
hence, is problematical. A po^iteriori, it seems, the capitalist is 
disposed to favour a heavy Sinking Fund, partly out of his 
ingrained habits of “ prudence ” and of preferring the possibility 
of future benefits to the certainty of present ones, and partly out 
of a feeling that a stiff {Sinking Fund at any rate locks away for 
the time being available budgetary resources from being spent on 
the doubtful boons of so-called social reforms ; whilst the socialist 
also favours one, partly because he looks forward to using later 
on the budgetary resources which will be thus released, and partly 
because, by mere confusion of thought, he thinks that the 
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£1,000,000 daily interest on the National Debt is in some sense 
“ paid away to the rich ” in a way in which it would not be if 
the Debt is gradually paid off. Both parties are reinforced by the 
good and the virtuous who, out of false analogy with privati; 
debts, “ feel that it must always be a sound thing to pay olf 
debt ” ; so that the economist, who asks in an intellectual spirit 
what after all is the object, is left lonely. 

The weakness of the Committee's treatment of the question 
is to be found in its being based neither on psychological and 
political grounds nor, on the other hand, on scientific grounds. 
An additional annual burden on the Budget of £(10,000,000 is a 
very important one. It is far in ex(;css of any possible economies, 
other than from drastic disarmament. It is three times the Sugar 
Duty; it is nearly half of the total yield of rates throughout the 
country. If we have £00,000,000 per annum available either 
from an increased yield of the existing taxes or from unobjtjction- 
able new taxes, there are many things of great public advantage 
which we could do with the money. If the local r.ites through- 
out the country were half what they are now, would any»)m' 
seriously propose to double t hem, in onler to ijicrease the Sinking 
Fund from £40,000,000 to £100,000,000? It is odd to find all 
parties agreeing that a large Sinking Fund has the first claim, 
that it is to be prefcrr(*d, in the words of tlu^ (Vmimittcc, to 
any otlier “ new expenditure of whatever nature,” — unless it 
be for very strong reasons. Yet the only arguments wliieh the 
Committee adduce are of the flimsiest descrif)tion. 

They are two in number, d'he first is to pave the way for 
future conversion operations by reducii\g the rate of interest on 
Covernment loans. Idle second is to provide against ” the 
possibility of a future national emergency.” 1 say that these 
reasons are flimsy because the possible benefit from the first is 
quantitatively very small, and because the second supposed 
advantage is mainly based on a fallacy. 

As regards the first, the Committee have been at pains in a 
previous section of their Report to show that the supposed savings 
to be obtained from conversions over tlu^ next twenty years are 
much smaller than is commonly supposed. Apart from this, the 
extent to which the yield on British Government stocks can he 
divorced from the world gilt-edged rate of interest is comparatively 
small — at any rate until the aggregate of tlic British debt has hecui 
reduced to so low a figure, as, for example, it was at before the 
Boer War, or as that at wliich the United States dt‘l)t now stands, 
that it has a scarcity value for investors who for various sp('<‘ial 
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reasons cannot look elsewhere, a result which could not be achieved 
even with a Sinking Fund of £100,000,000 per annum for a great 
number of years to come. Whilst we can possibly look forward 
to more important savings as the result of a fall in the world rate 
of interest, a reduction of \ per cent, in our rate below the world 
rate as the result of a heavy Sinking Fund, which is probably the 
utmost we eould achieve in that way, would effect a saving of 
only £11,000,000 per annum in the course of more than twenty 
years. Even this would not affect the amount of the national 
\vealth, but only the budget problem. 

As regards the capacity to w'age a future w’ar. this will depend 
on the How of national income at the time and on our ability to 
make the whole of the surplus available by taxation, by the 
commandeering of resources and in other ways. It is hardly to 
be supposed that our policy of largelv depending on loans adopted 
in the late war will be repeated in the next one ; and even if it is, 
the difference betw^een a large and a very large internal debt 
should make a scarcely appreciable difference. It is not as if 
the sums paid off over tlic tw'cnty years will lie by, so to speak, 
ready to be re-borrowed wdien they are needed. They will 
have been used like the past flow of other resources, and 
nothing will be available at the time except the current flow of 
resources. 

What then would constitute good grounds for a large Sinking 
Fund ? I sec three important reasons which might carry w’eight 
in different circumstances. Jn the first place, the savings of 
individuals might be inadecpiate to the national needs, so that it 
would bo necessary fc»r some saving to be effected through the 
agency of the Treasuiy. A comj)ulsory transfer of resources by 
means of taxation from individ\ials to the State and the employ- 
ment of the proceeds on reduction of debt might be the best way 
of bringing this about. A variant of this state of affairs w’ould 
exist if large capital expenditures were being made on great 
public utilities in excess of what could be borrowed from investors 
at a reasonable rate. A large vSinking Fund, of wdiich the pro- 
ceeds were devoted to productive expenditure, thus gradually 
converting the dead-weight debt into a productive debt, might 
be a sound policy in such circumstances. 'J'he C'ommittec, 
however, do not argue that either of these conditions exist at 
the present moment. For my part, I should like to see in- 
creased capital ex})enditnre on public utilities ; and if this policy 
were adopted, I would support a larger Sinking Fund, but not 
meanwhile. 
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A third reason for hastening the repayment of tlie National 
Debt might be based on the expectation that the future bui’den 
of Lx on tlie taxpayers is likely to ])e hoavica* than a j)rescnt 
burden of Lx. Is this in fact likely ? 1 should have thought that 

the opposite is far more likely. As stated above, the expectations 
appear to be in favour of an increase in national wealth of oO per 
cent, and in population of 5 to 8 per cent, in the next twenty 
years. Witli normal progress of scientific invention and business 
and economic technique, it is not very ojitiinistic to expect tlie 
yield of our present taxes to increase by 1 ])er cent, per annum 
on the average. If this is so — and would not most people agree 
that it is ? — is there any case for burdening the present generation 
of taxpayers or in postponing useful expenditure in the sujqiosed 
interest of those to come? The Committee do not anywhere 
meet the point that, if heavy ta.valion is the evil to be remedied, 
a Sinking Fund aggravates this evil for many yi'ars to come, and 
the eventual benefit will only accrue at a tinu* when it will be 
worth less than it is worth now. 

The prospect of falling prices as a reason for paying off the 
debt quickly is considered by the Committee and dismissed. But 
they have not thought it worth while to mention the increase 
in the burden of the National Debt, which occurred whilst 
they were sitting, as a result of the return to gold — pre- 
ferring to cast a decent oblivion over the consequences of 
that act. 

If the burden of the internal National l)(d)t is a matter of 
great importance, the lightening of which is worth serious sacri- 
fices and inconveniences, the history of this burden as alTcctcd by 
price changes deserves more attention than the Committee 
have given it. (The point is more stressed, however, in the 
Minority Rc])ort.) The following calculation, worked out by 
the present writer, is based on some figures given by the 
Committee in their Appendix XXVT. The Committee’s figures 
arc based on the SlatiH index-number. This is not the most 
suitable for the purpose, but it will give a sufliciently accurate 
general idea of what has been happening. We raised between 
the beginning of the war and March 31. 1920, an internal debt 
of £5,000 millions at an average price-level of 202. The 
nominal total has not been reduced by any significant amount 
since that time. By March 31. 1025, the price-level had fallen 
to 165 ; and at the end of 1026 it stood at 1-46. O’hus the burden 
of the war-debt in terms of w'ar-£s (i.e. at a price-level of 202) has 
been as follow’s : 
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Av'orago price at wliioli war-debt was raised 
Its burden at March 31, 1920 
„ „ March 31, 1925 . 

„ „ Dec. 31, 1920 



Debt in terms 

Index-number. 

of war-£s 
(millions). 

202 

.'5,900 

308 

3,900 

l{ir> 

7,200 

140 

8,100 


Thus a Sinking Fund of £100, 000,000 per annum for twenty 
years will only succeed, assuming no further change in the price- 
level, in bringing the real burden of the debt back to where it was 
in 1920. More than a third of the burden of what is now owed 
in respect of the war-debt is due not to the expenses of the war, 
but to the fall of prices since this debt was incurred. The further 
fall of prices since tlie return to gold lias added many hundreds 
of millions to the burden of the debt. Sinking Funds of even 
£100,000,000 a year are neither here nor there whilst this sort 
of thing is going on. But, as I have said above, this is a subject 
on which the Committee have thought it better to preserve a 
discreet silence. 

Whilst, however, I dissent from the Committee’s pious 
ejaculations in favour of Sinking Funds, I feel, as perhaps they 
did, that there is not the same harm in these ejaculations as there 
would be if there were the slightest chance of their being followed 
up by action. There is no sidjjcct more academic (in the misused 
sense of that word) than Sinking Funds ; nor any serious risk in 
practice of Sinking Funds being excessively indulged in. Per- 
haps the Committee felt that only by talking about a Sinking 
Fund of £100,000,000 shall we induce Chancellors of the Exchequer 
to keep any margin at all on the right side. 

The Minority Report is not a very helpful document. It is 
not clear that the Minority differed from the Majority on the 
merits of any que.stion to an extent which could not have been 
put right by footnotes. But the signatories were evidently 
anxious not to commit themselves too precisely in black and 
white. Their only definite proposal consists of an addition of 2, s'. 
in the £ to the tax on investment income, the proceeds to be 
applied to the reduction of debt. 


J. M. Keynes 



LABOUR PROBLEMS IN THE AMERICAN BITUMINOUS 
COAL INDUSTRY 

Economists and sociologists who have specialised in the 
study of labour problems have customarily proceeded along 
either of two somewhat divergent lines. The earlier economists 
conceived their task in terms of the particular interests of the 
weaker group in our industrial society. The interests of the 
labouring group have frequently been found to conflict with 
those of the employing group, and a solution of labour problems 
conceived in terms of such conflict has involved a give and take, 
a certain delicacy of adjustment, a readiness for compromise, 
conciliation and arbitration, the formulation of principles and 
rules, the development of standards by means of which the 
relative merits of conflicting claims might be adjudicated and 
temporary stability in industry be established. Labour problems 
thus viewed have been comprehended in such terms as collective 
bargaining, joint agreements, legality of trade unions, the right 
to strike, the closed shop, compulsory investigation, and a multi- 
plicity of similar categories. 

During the run of time, however, there has been a shift in 
the point of approach. Labour economists have come to realise 
that the economic perplexities of the labouring classes have not 
always, nor perhaps generally, resulted wholly from the caprice 
or whims of the employing groups. Rather both the employers 
and the employees have found themselves periodically victimised 
by the vagaries of a competitive economy, industrial prosperity 
with its concomitant credit inflation and over-ex}>ansioa of 
business has been followed inevitably by periods of depression ; 
and \inemployment — perhaps the chief menace to the labourer’s 
economic security — has been a necessary by-product of modern 
credit economy. The newer approach has been more objective 
in its method. Labour problems approached from this latter 
point of view have been comprehended in terms of basic defects 
in our industrial and business structure and a remedy has involved 
some sort of structural modification and group control. 

As the shift in emphasis has been made, the old point of ap- 
proach has not been entirely discarded; rather, it has been 
supplemented by the new — and the two have together contributed 
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soiHGthing towards an understanding of the ilJs of the labouring 
class. It must bo admitted tliat labour problems have been 
greatly complicated by the persistent and uncompromising 
oiidoavour of employers to secure the greatest pecuniary return 
possible, and likewise that they have been complicated by 
the cultural circumstances of a competitive society and a 
machine technology. Both the earlier and the later approach 
to labour problems, however, have proven inadequate to a 
solution of tliese problems. Neither the philanthropic endeavour 
of the reformist directed along somewhat personal channels nor 
the more objective method of the later economists directed in 
the broader channels of group activity and cultural control have 
met with more than a modicum of success. 

Quite recently there ha.s been manifest yet another approach 
to labour problems. Tliere is a growing tendency to treat 
labour problems neither as matters of abstract justice nor in 
terms of mass movements, but rather as specific problems arising 
from the organisation and administration of particular industries, 
as engineering problems of industrial organisation. Such an 
approach to labour problems in the coal industry promises a 
more complete understanding of the real nature of the problem 
than has generally been attained. 

It is the purpose of this paper to analyse briefly labour pro- 
blems in the bittiminous coal industry from this point of view. 
The pajier in the main offers merely a statement of the case. It 
may be assumed at the outset without distortion of the facts 
that the major labour problem in the coal industry during the 
past has been that of chronic under-employment.^ This, of 
course, is generally recognised. It may be admitted that the 
mine workers frequently live in squalid conditions, poorly housed, 
in areas remote from pojiulatioii centres, without adequate 
sanitation facilities, and with a minimum of comfort, and that 
they customarily work under unusually hazardous conditions. 
It is likew'iso true that the wage scale frequently falls below a 
level essential for a decent livelihood according to accepted 
American standards. These ills, howTver, are to a considerable 
extent symptomatic of a more fundamental infirmity. They 

^ It fiilionia bo noted that tlio di.scufi.sion i.s not concerned with tho situalion 
in tlio Linthracile coal industiy. T})o situation in antliracito is similar in corlnin 
roMpoc s to that i tlic bitumijious industry. Mine capacity, however, ha.s been 
iindof nore centr Hhc<1 control, and \inem[)loymcnt has not been so acute. Tho 
discu.s ion herein ipplics exclusively to the bituminous industry, the more im* 
portar 1 of tho lu . rrodiietion of hiliiininous coal in tho Unito<i States in 19-3 
totalled 10 ton.s, whereas production of anthracite coal totalled only 

<31,817,000 tons. 
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are in part a reflection of the sheer inability of an over-expanded 
industry, operating as it does on a part-time basis, to do better 
than it does. Even the problem of unionisation, the yellow -dog 
contract ^ and the check-off are intimately related to the problem 
of full-time operation. And full-time operation in the bitu- 
minous coal industry, or the elimination of chronic under- 
employment, is essentially a problem of the organisation and 
control of that particular industry. 

The facts of unemployment are so well known as to justify only 
a passing reference. From 1890 to 1923 the number of workers 
in the bituminous coal industry increased from 192,000 to 
702,000. Mine capacity during the same period increased 
from 152,000,000 tons to 971,000,000. The coal actually mined, 
however, increased only from a minimum of 111,000,000 in 
1890 to a maximum of 579,000,000 in 1918. Despite the tre- 
mendous expansion wiiich the industry has experienced (or more 
properly because of it) the workers in the fields have never averaged 
more than 234 days worked per year out of a possible 308 working 
days. The average number of days w'orked per year throughout 
the entire period has been but 214, while during the year of 
industrial depression, 1921, the low record of 149 days was 
established. 

This chronic state of under-employment results in large 
part from the fact that the coal industry has suffered continuously 
from over-expansion throughout the history of its existence. 
This again is generally recognised. There does exist, however, 
considerable difference of opinion concerning the basic causes of 
over-expansion. Simply stated, the trouble seems to have had 
its origin in a maladjustment between the physical conditions 
under which coal has been found in nature and the rules of the 
game under which exploitation has been carried on. Nature 
has endowed the United States abundantly in so far as its coal 
supplies are concerned. Coal deposits have been found in all 
but ten states of the Union, and coal has been mined on a com- 
mercial basis in thirty-one states. It occurs underground under 
a great variety of conditions : in beds ranging from a fraction 
of an inch in thickness to enormous deposits more than two 
hundred feet thick; in solid .seams and in scams divided by 

^ Yellow-dog contract is a term applied to individual contracts entered into 
by non-union operators with their ornployee.s, under tho terms of which tho 
employee agreos that ho is not a momhor of tho Union and that ho will not join 
any such organisation while ho is in the employ of tho eompany. Tho yellow- 
dog, or individual, contracts have been usckI as a basis for securing injunctions 
against attempts to organise non-union fields by any means whutsoevor. 
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clay, sliale or h',lato ; in coni iniioiis layers and in layers interrupted 
by foreign bodies; in steeply inclined planes and in planes 
approaching the horizontal ; in shallow beds at or near the 
surface, and in beds thousands of feet below the earth’s crust ; 
in beds overlain by an impervious stable structure, and in beds 
overlain by a porous stratum subject to caving as the coal is 
mined; near population ccmtres, and in regions remote. These 
are the salient facts in the geology of coal, significant to the 
beginnings of tlic trouble of over-expansion. Tliey are physical 
facts; and, therefore, not readily subject to change. 

What of the rules of the game f t’oal resources arc j)rivately 
owned. Tlieir time, rat(‘ and maiintn* of exploitation liave been 
left to tlic control of those competitive forces which liavti guided 
modern industrial society in the large. The invisible hand has 
had full sway. Coal has b(*cii a competitive (mterprisc, unimpeded 
even by such a moflicum of state control as has becm instituted 
in the railway industry. Alining has customarily been carried on 
by the business men who have owned coal lands or who have 
leased them from private owners on a royalty basis. Coal 
mining, despite t he tremendous energy it consumes in the mining 
process, has retained almost unmodified until the very recent 
I.)ast the handicraft charaeteristies which it manifested one hundred 
and fifty years ago as it ushered in the Industrial Revolution. 
By a curious anomaly that industry which played the premier 
role in the inauguration of those changes by means of which 
modern production has been mechanised, has itself resisted 
tenaciously conquest by the machine, and it has remained to 
an amazing extent the simple handicraft which gave birth to 
the coal industry. (Joal mining throughout the history of its 
existence has been in the main a pick and shovel proposition. 
The resistance of coal to the introduction of machine processes, 
together with its widespread occurrence, has made it relatively 
easy for the little business m:\n with a surplus of initiative but 
with a small cajutal reserve to enter upon the production of 
coal. This situation, coupled with the seasonal peak in prices, 
accounts for the beginning of Ihe problem of over-expansion. 
Business men in largo numbers have entered into the proiluctioii 
of coal during those temporary periods when coal mining 
seemed likely to prove profitable. Many of the mines opened 
have been of the “snowbird” or “fly-by-night” variety, and 
the birds have flown to parts distant during seasons of industrial 
hardship and rigour. They have flown away, however, only to 
return during the heeding seasons of heightened coal demand. 



1927] LABOUR PROBLEMS IN AMERICAN COAL INDUSTRY 217 


They have served thereby continuously to aggravate tlic problem 
of stabilisation in the coal industry ; but more serious than these 
“ fly-by-nights,” which, after all, have contributed but a small 
percentage of the total out])ut, has been the continuous presence 
of mines opened during similar periods of p^ jik demand but 
operating on a somewhat larger scale with a capital investment 
sufficiently large to make abandonment financial ly difficult. 
The widespread occurrence of coal under conditions of easy access 
has made entrance into the coal industry simjdc. It has like- 
wise made difficult combination and concentration of control. Un- 
restricted competition, actuated by the profit motive, has resulted 
in coal mines apiDearing literally all over the place. It has made 
for an over-expansion of the industry. This same competitive factor 
might be expected to serve as a brake to slow down the process 
which it has engend(‘rcd. (3vcr-expaiision and its consequent 
operation of many of the miiK'S on a part-time basis might 
reasonably be expected to result in bankruptcy for the more 
inefficient mines; and, in accordance with orthodox classical 
economics, we should expect such mines by reason of their extra- 
marginal nature to close down and go out of business. Economic 
forces should, in the long run, iiLsure the production of coal by 
the more efficient mines and its sale at prices corresponding to 
the marginal cost of production. Mine capacity under the free 
play of competition should adjust itself automatically to the 
coal-consumption requirements of industry at large. Producers 
unable to produce at a profit should be literally forced out of the 
industr 3 ^ Competition in the coal industry, however, has failed 
to meet the reasonable expectations of the theorists in this respect. 
While the industry has been highly competitive, competition, 
as is so generally the case, has not worked without lag or friction. 
The rules of the game have undergone modification at the hands 
of the operators, the miners, and the public calculated to defeat 
the competitive ideal. As has been previously pointed out, 
the geological conditions under which coal production is carried 
on differ widely. The varying natural conditions serve to place 
certain producers at a disadvantage in the competitive game. 
Cost of production bears an intimate relation to the geological 
conditions under which coal is found. Thin veins of coal, other 
things being equal, can be operated only at a greater expense 
per ton of coal produced than can thick veins. The presence 
of foreign bodies in the coal vein likewise adds to the expense 
of production. The location of the mine is a factor of equal 
importance. Mines located near population and industrial 
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centres are low-cost mines as compared with mines remote from 
markets which must bear a greater freight charge. Cost of 
production is, in fact, a function of the geological conditions 
under which coal is found and the distance of the mine from 
the market. 

The influence of these natural obstacles making for high 
production costs has been weakened by modifications which 
have been made in the rules of the game. Competition has 
been modified in accordance with that good American principle 
— an equal opportunity for all. In the wage negotiations of 
the miners and the operators, the so-called principle of com- 
petitive equality has been a guiding factor. Competitive equality 
has as its object the compensating in wage-rate adjustments 
for the disadvantage under which certain operators carry on. It 
means that basic wage-rates shall be so adjusted that operators 
at different points will be placed in a position to compete with 
each other. It means, in short, a levelling off of the disadvantages 
under which high-cost minCvS would normally operate. The 
principle was well expressed by Mr. P. H. Peima to the United 
States Bituminous Coal Commission of 1020 in the following 
w^ords : 


“ To i)ay the mine worker his wages on the basis of 
absolute justice would be, as I see it, according to the number 
of units of labour necessary to produce a ton of coal. Now 
that would be absolute justice — but it is impracticable. 
The only way left us, and the only alternative, is taking into 
consideration competitive ability and competitive relation- 
ships. If we should allow the first plan, then there are lots 
of little mining towns in America that would have to go out 
of existence. The thin-coal veins would have to be aban- 
doned and the thick ones worked until exhausted.” 

It is true that there has been considerable disagreement 
between the workers and the optrator.s as to which of the two 
conflicting interests should bear the burden of the principle of 
competitive equality. The operators have endeavoured to apply 
the principle in such a way that the burden of their natural dis- 
advantage should fall upon the workers in the form of lower 
wages per ton of coal mined. The workers, on the other hand, 
have insisted at times that uniformity of wages was the 
ideal comprehended in the principle. The result has been 
frequent compromise, but by and large the principle seems to 
have been applied in such a manner as to result in a wage structure 
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with its complicated and frequently inconsistent system of 
differentials, designed to ensure the continued existence of mines 
poorly situated and operating under geological disadvantages. 

The system of distribution of coal cars enforced by the Inter- 
state Commerce Commission has contributed towards the same 
end. The Commission is the regulatory body designed to ensure 
the execution of the provisions of the Interstate Commerce 
Act. One important provision of this Act is the prohibition of 
discrimination and undue preference between shippers. The 
Commission has ruled that in times of car shortage, cars available 
for the transportation of coal shall be pro-rated to the various 
coal mines on a basis of their physical caj)acity to load coal. 
Were coal consumption customarily distributed evenly over 
the year, the railways would be adequately equipped to handle 
the transportation of coal. Coal consumption, however, is to a 
considerable degree a seasonal affair. The seasonal demand 
for coal, in truth, has been a contributing factor in the over- 
expansion of the industry. Coal storage involves expense. In 
addition there is a deterioration in coal if long stored. Under 
these circumstances industry has preferred to purchase its coal 
as it has been needed. The influence of over-expansion and such 
seasonal purchase has been reciprocal, however. Excess coal 
capacity has made it easy for industry to secure an adequate 
supply of coal during the period of peak consumption. The 
seasonal purchaser of coal has encountered a difficulty, however, 
because of the inadequacy of tlie railways to handle the coal 
traffic during periods of peak demand. It has been estimated 
that for the railways to handle promptly the total coal demanded 
during seasonal peaks would require an expenditure for additional 
equipment of 52,000,000,000. The inadequacy of railway equip- 
ment to meet the peak transportation requirements has resulted 
in an allocation of cars in accordance with the Commission’s 
ruling on a basis of the physical capacity of the various mines. 
Such a situation has contributed to an expansion in the physical 
capacity of individual mines in order that they may be assured 
of a car supply adequate to meet their commercial requirements 
in the delivery of coal. Inasmuch as newly-opened mines have 
been given temporary preferential treatment during the period 
of their early development, this has established a definite impetus 
for the opening of new mines. Kailway companies adjacent 
to undeveloped coal-fields have, in a similar manner, encouraged 
the opening of new mines as a source of additional traflic. These 
practices, of course, have been in accordance with the American 
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principle of an equal opportunity for all, and have aimed directly 
at the establishment and maintenance of competitive conditions 
in the mining of coal. They have been a contributory factor in 
the problem of over-expansion.^ 

The continued existence of excess mine capacity — a situation 
resulting in the main from a competitive control, compromised 
though it has been, in mining a mineral whose occurrence is wide- 
spread and access to which has been easy — has made hard the 
way of the coal operator. Coal mining has offered no royal 
road to financial success. Excess capacity has made for in- 
creased cost and at the same time for lower prices. The result 
has been lessened profit or outright loss. There have been 
feasts at times, of course, but by and large the coal-fields have 
been strewn with recurring banlvruptcies. Coal operators con- 
fronted continuously by the ever-present shadow of financial ruin 
have sought refuge in lower costs. The j)redicament in which 
they have found thenrselves has necessitated a resort to machinery 
and large-scale production. Labour costs comprise the major 
cost of coal production. The way out for the operator seemed 
to lie in the introduction of the machine. And while the coal 
industry, because of the obstacles offered by the physical conditions 
under wliich the mining process has been carried on, has for more 
than a hundred years tenaciously re.sisted conquest by the machine, 
it is at last succumbing to its onslaught. In 1890 there were 
6,000,000 tons of coal, representing only 6 per cent, of the total 
coal mined in the United States, undercut by machinery. By 
1900 the percentage had increased to but 25 per cent, with a total 
of 52,000,000 tons. By 1913, however, more than 242,000,000 
tons, representing 51 per cent, of the coal produced in the United 
States, was undercut by machinery and to-day approximately 
two-thirds of the total is produced by this method. The effects 
of improvements in technique - are suggested by an increase 

* This .situation is said to iiave been in part relieved by recent developments 
in industry at large. Small industries are sai<l to bo scrapping their boilers ami 
buying power. This has meant a concentration of the points to which coul in 
deliveretl. Power companies tend to buy from large and weU-establi8he<l mines 
rather than from smaller ones. This has tended to reduce the number of points 
from which coal is shipped. The outcome has been a growing economy in the 
use of cars and relief from cur shortage. 

2 Reference is not made here to the newer technique now available for the 
maclnne loading of coal and its transportation to tlio surface by means of 
rnochaiiical conveyers. As yet only a very small percentage (precise figure.s are 
not available) of tlie total coal mined is loaded by machinery and transported 
by conveyers. There are a few mines which have boon completely mechaiiise<l, 
hoveever, and it is believetl that the next few years will witness rapid progress 
towards general mechanisation. 
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in the average tonnage per man from 2*56 tons in 1890 to 4*28 tons 
in 1922. Uncontrolled resort to machinery and operation on 
a large scale, however, have not solved the operators’ troubles. 
On the contrary, they have made for a further over-expanded 
condition of the industry. Capacity has been increased by the 
opening of new mines, but to an even greater extent by the more 
intensive exploitation of those mines in existence through a 
resort to more capitalistic methods of production. Here again 
competitive forces unimpeded might be expected, in theory, 
at any rate, to force the more inefticicnt mines out of existence 
through the channel of bankruptcy. Bankruptcy, unfortunately, 
docs not achieve this end. The capital investment in coal 
mining, the excavation of the shaft, the hoisting machinery, the 
ventilating system, the tracks, cars and undercutting machinery 
represent a permanent investment of a highly specialised sort. 
Neither the equipment for coal mining nor the place of business 
can be utilised for any other industrial undertaking. A coal 
operator may be forced out of business, but this docs not mean 
the permanent closing down of a mine. The investment is 
fixed, capital losses are written off and the mine with the lower 
investment charges remains to plague the industry. This has 
been a major factoi* in the retention in the industry of total 
mining capacity which has at any time been made available. 
Mechanisation has not solved the problems of the operators, 
and it has greatly aggravated the problem of unemployment. 
Under unrestricted competition it has proven a delusion and 
a snare. 

Specific figures bear eloquent testimony to this condition of 
over-expansion. Whereas the maximum annual production 
of bituminous coal during the past two decades has been 
579,000,000 tons (in 1918), the mines are equipped and manned 
at the present time to mine approximately one billion tons. 
The annual production for the ten years 1914-1923 inclusive 
averaged 494,000,000 tons, while the mines were equipped and 
manned to produce on the average 770,267,000 tons. Or, on 
the av^erage, annual capacity has exceeded average production 
by approximately 56 per cent. The actual annual excess of 
capacity for any one year has varied from 25 per cent, in 1918, 
at which time the peak of production was reached, to the tre- 
mendous excess of 117 per cent, in 1922, when yearly production 
totalled 422,000,000 tons. Such excess capacity has called into 
the industry a surplus of man power. Despite the fact that the 
industry was overmanned in 1890 and has been continuously 
No. 146.— -VOL. xxxvii. Q 
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ovennannecl since that date, and lienco should appear to be 
unattractive to new Avorkcrs, the number of bituminous coal 
miners has increased from H)2,20t in 1800 to 702,817 in 1923. 
This increase in miners is in part a rellection of the increase in 
production of coal during the period under review, but not 
entirely so. Coal production since 1012 has shown but little 
change on the average. Theie have been good years and there 
have been bad years during the f)eriod. The peak of production 
wa.s reached in 1018, Production in both 1021 and 1022 wa.s 
less than the production of 1012, however, and production in any 
one year during the decade has not deviated from the average 
by more than 18 per cent. Despite this relatively constant 
production for more than a decade, the number of miners em- 
ployed in the industry has shown a eoiLsiant trend upward, 
the total having increased from o48,032 in 1012 to 702,817 in 
1023.1 

The result has been tliat surplu.s man power in the industry 
has become the normal situation. The existeiu'e of more mines 
in the industry than have been necessary to meet the consumption 
requirements for coal has tended to keep in the industry a large 
number of miners working on a part-time l>asis. More men 
must be retained in the indii.stry than are Jieccs.sary to mine 
the total coal produced. Tliis, of cour.se, would jiot be true were 
it posjsiblc to run tin; dilferent mines continuously for a portion 
of the year and adjust the time of their o])cration in such maimer 
that a surplirs labour force laid olf at one plant might be utilised 
lemixjrarily by another. The idle days of a mine are not as a 
rule thrown together in one piece, oi* even combined in idle 
periods of a week or two, save in the case of the so-called “ snow- 
birds ” and “ fly-by-nights. ’ Kather, working days are scattered 
through the month over much if not all of the year. For example, 
during 1921, when the average number of days worked was less 
than half a full-time year. 030 of a total of 1020 bituminous 

^ Fimims for 102o, roleasotl iliis papor was writton, iiidifato t)iat tlio 

imniber of (.'ominoirjal jolnos in oporatiou dodinod from in 1023 to 7.144 

in 1923; and tlio innnlMT of mijicis has doclined from 702,817 i)i 1023 to 588, l!)3 
in 1025, Whoro thoMo miners have to or whether they are permanently 

out of the industry is not eh ar ; hut it i.s mailo <'le,u’ hy f|ue.stiom>aires suhmilffd 
t)y theluuted States llureau of Mines that the;^ront nuij<aMty of those mines liavn 
closed down only tomporaiily, awaiting a readjiislmont in the Union wa^^o scale 
or an increased tloniand, that they m.ay reopen at a ja'ofit. It sliould also be note d 
that, deyfato tlie apparent loss in man power (temporary tliough it may prove)* 
tlio workers avera^^xl in 102.5 only 103 days worked ns coinjiarod with an nveraao 
of 214 during tho period reviewed in tlii.s paper. In truth, .some of the.so mint"^ 
have rcoponod during lt)20 with tJjc increased exportation of coal occasioned hy 
the strike of tlie British coal miner.s. 
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mines on which the Coal Commission gathered data for its earnings 
study, or 49 per cent, of the mines, worked during every pay- 
roll. Of the 285 mines on which data were gathered for the 
earnings study of 1920, all but four ran in every pay-roll period 
during the year. While the summer months are customarily 
a slack season in coal production, it is to tlic interest of the 
operator to keep his labour force as nearly intact as p(^ssiblo, 
that he may increase without delay production during the season 
of brisk demand. 

The vested right of the worker to his job contributes towards 
the same end. The result has been a continuous supply of 
labourers in excess of the normal yearly requirements when 
viewed by the task performed. 

Thus, both the modifications in the rules of the game and the 
rules of tlie game themselves have contributed towards the 
same end. Together they liavc served to defeat the idc'als which 
the competitive system comprehends. Free enterprise has not 
placed production in the hands of the economically fit. Both 
the fit and the unfit have continued to survive, and more miners 
have been encouraged to stay in the coal industry than the 
industry can well support. As a result under-employment 
has been chronic and acute. It remains the sore spot of the 
industry from the view-point of labour — a sore spot which will 
grow more inflamed under the irritating influence of continued 
mechanisation. 

I have endeavoured to describe briefly the circumstances 
which have given origin to the major labour problem of the 
coal industry in America, and upon which the problem has so 
abundantly fed. The facts are well known, it is true, but the 
basic causes of these facts are quite generally ignored in a dis- 
cussion of remedies. As with oil, so with coal — competition 
has made inevitably for confusion, a confusion which at the 
present time threatens to become for the labourer complete 
chaos. The Union is to-day facing a crisis, the seriousness of 
which seems to be unappreciated, and for the alleviation of w^hich 
no adequate measures are being taken. The expansion in coal 
has resulted in a shift in production to those ari‘as in which 
the Union has never been strongly entrenched. The competition 
of non-union coal with its low^cr w-ago scale has made liarder the 
way of the Union operator. The Jacksonville Agreement of 
1924 ^ has necessitated the temporary closing down of a great 

^ 'tho Union miners .seeuml a peiieral wage advance under tlie Agreement of 
1920, This higher vvago-sculo was maintained in the Agroemotit of 1922 and 

q2 
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many mines, and in numerous oilier instances the operators 
have found it expedient to break their contracts and to resort 
to the lower wage-scale of 1917 and to operate their mines on 
a non-union basis. The defection from trade union ranks has 
been most marked in those border regions where the competition 
of non-union coal has proven most severe. Here, indeed, in many 
localities the power of the Union seems to have been temporarily 
if not perinaiumtly broken. But even in the heart of the Central 
Competitive Field, the .stronghold of Unionism, although there 
has been no g(‘neral break witli the Union, the Jacksonville Agree- 
ment has been side-stepped by evasion or subterfuge. Witnes.s the 
recour.se to so-called co-operative mining, apparently an attempt 
to shift the burden of a lower wage-scale on to the miners without 
incurring the hostility of the Union — an endeavour which seems 
to have been abortive, how'ever. All the while, non-union 
territory, eitlicr by reason of a shift in production or a shift in 
organisation from a Union to a non-union basi.s, has been supplying 
a larger percentage of the total coal mined in the country. 
During the heyday of the Union’s power in 1918, Union miner.s 
produced approximately 71*7 per cent, of the total coal produced. 
Tlii.s percentage in 1925 had declined according to a recent 
estimate to about 93*2 per cent. When one stops to consider 
that the non-union mines are equipped and manned to produce 
unaided more coal than the country consunu's, the fate that may 
la}^ in store for the Union, and hence for both the organised and 
unorganised labourer, is indeed challenging. 'J’he Union, con- 
fronted witli a new si1 nation, the magnitude of which caniu^t 
yet be readily detei’mined, lias .sought refuge in tradition. It 
apparently ]aefer.s to light it out on old lines if it takes all of 
eternity and if its back is broken in the process.^ What the 
leaders have .said about it and what they have done may be 
summed up in the advice which tluy have given the operators : 
“ Coal companies .should scdl their coal at a profit or tliey should 
not .sell at all,” and in tlio now oft-repeated slogan of Mr. Lewis, 
President of the United Tdine \Vorkers of America, “ No Back- 

n;:;alii in tlic JafksoTivilh’. The J.'ick.sonville Afireement exfiires on 

April 1, 1927. It is j^^enonilly muler.sloo<l that thc5 operators will cleinaiul u wa^o 
adjustment downward in their Jiogoliations witli the Union. Thoro is littl«> 
prospect that tlie Union will aceejit .such a proposal, and already preparations 
are being made lor a striker of the worker.s. 

^ The significan(;e of this in the American labour movement cun bo appro* 
fiatoil only when account i.s taken of the fact that the Uiiited Mine Workers hns 
been, .since? its organisation, one of the strongest Unions in the United .States. 
Jts inojnbership (including the anthracite coni workers) WiV.s over 404,000 in 
at which time it constituted tho largest single Union group in America. 
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ward Step,” a slogan which threatens to become, in light of the 
developments of the recent past, a chimera and a nightmare. 

All of this is intended in no w^ay to shift the responsibility for 
the plight in which the mine workers iind themselves on to their own 
shoulders. Responsibility is obviously to be laid at the door 
of the institutional scheme of things under which our resources 
have been exploited. The labourers have done the best they 
could with the technique which the cultural cir(!ii!nstanc(‘s liave 
developed. The problem is too large and comj)Iicat(*d for any 
one group to solve. It indeed challenges the best thought of 
all those who have to do with coal — the operators, the public, 
the labourers — and perhaps the economists too. What they 
will do with it remains to be seen. 

CiKOKui*] Waiid Stockin(} 

V nicer sity of Texas. 



K( GNOMIC LAW IN SOVIET RUSSIA 

Foil the (irst three years after the Revolution in Russia, Civil 
Law wavS practically non-existent : the Communist State having 
taken over all economic functions, there was no room left for 
individual freedom in economic affairs. Thus, wiien the question 
of 1 ‘odifying the Civil Law was raised in the Congress of Soviet 
Jurists in 11)20, nothing could be found to codify except — the 
liii'iug of sliepherds. 

In 11)22 the N.E.P. (New Economic Policy) revived Civil Law, 
hut vithin much narrower limits than in Tsarist Russia. Some 
of the most important branches of economic life remained 
monopolies of the State (large-scale industry, foreign trade, etc.), 
and in other cases regulation by the State was so strongly 
enforced that it was difficult to say whether a body was a private 
or a public one {('jj, the Co-op(‘rativi‘s). Accordingly, side by 
side w ith the Civil Law that covers the fre(‘ economic intercourse 
of citizens, special codes have had to ))e created for institutions 
that ai’c wdiolly or mainly regidated by th(‘ State. These special 
codes, together with the (’ivil Code, form what Russian jurists 
now call Economic Law. 

The system is still incomplet(‘ : some of its parts arc not 
sufficiently worked out. It lacks unity, inasmuch Jis its various 
parts bear the imprint of different epochs and different economic 
concepts. It is very short ; instead of the exhaustive enumeration 
typical of the European codes, the Soviet Code confines itself to 
stating jH'inciples. 

Tlic present article will deal only with a few main points of 
Soviet Law, and only in so far as they differ in principle from thi*. 
usual standards of the European codes. 

The Civil (^ode 

Civil Law is disiinctR the stepson of the legislator : it is 
admitted only as a eonces.sion to the momentum of the old 
social structure ; it operates, not in its own right, but only in so 
far as the State has not yet socialised the wdiole economic activity 
of the nation.^ Accordingly, § 5 of the Code prohibits tlie 

^ The (-outr.iry may be, and often is, UHserloil, namely, tliat the restoration 
(tf Civil Law means a return from Communism to n policy of individual freedom. 
This eontrov'(n’sy, liowcvcr, is outsule the scope of the present article. 
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enlarged interpretation of any of the ordinances of Civil Law, 
that is to say, prohibits their application to institutions tliat 
come under special laws. Further — and this is th (3 main point — 
Civil rights bear a purely conditional character. According to 
§ 1, “ Civil rights enjoy the protection of the State, except when 
they are used contrary to their cconoinic and social purposes 
and § 4 reads ; “ Rights are granted for the purpose of deveIoi)ing 
the productive forces of the nation.” The right of a person is 
thus conditioned not only by the law but also by the practical 
effects of its use. On the strength of these clauses the Courts, 
for instance, may reduce the i)enalty stipulated in a contract for 
its non-execution if they find the amount of the ptuialty out of 
proportion to ” the economic aim ” of the contract. The sale of 
a fruit garden for timber or of a house fr)r breaking up may be 
annulled as economically irrational. The old Civil Code extended 
its protection to betting; the 8ovi(d' Code considers betting 
indifferent from the point of view of “ j)roductive forces ” and 
therefore leaves it un])rotected. Tn the case of a high selling- 
]>ri(^e, the sole may bo annulled as “ leading to the disorgan- 
isation of the market.” On the other hand, if it is proved that 
the exorbitant .selling-price has placed th(' buyer “ in linaneial 
difficulties.” the .seller is forced to return the surplus profit to 
the buyer, the transaction being considenal contrary to .social 
policy. The same treatment is dealt out in cases of usury. 

The idea of the equality of all before the law is openly aban- 
doned. The State, as ” the embodiment of the Socialist idea,” 
enjoys the maximum of protection : it has the right of mortgage 
on the property of person.s contracting with it, with a jiriority 
over all other mortgages; transactions wiiere one or both parties 
have ’* profited at the expense of the State " an* void, and if the 
parties acted knowingly, both the .subject of the transaction and 
tlie money paid arc coidiscatcd. Next in order of protection 
come the poor and the working clas.s.” (‘’ Tlie working class ” 
is rather a vague phrase ; it seems to cover Civil servants— and in 
Soviet Russia nearly everybody is now in State service — but not 
the clergy or merchants.) According to § XI any agreement 
where one party has taken advantage of the needy circumstances 
of the other is null and void. The Courts, taking the financial 
position of the contracting parties into account, may reduce the 
penalty for non-execution of the contract. According to § 411 
the financial position of the parties has to bo taken into account 
w4ien asses.sing damages. More than that, according to § 40<) 
damages may be assessed solely on a consideration of the parties’ 
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financial position, even though the law itself frees the defendant 
from any responsibility, as, e.g., in cases of force majeure or of 
gross negligence on the part of the injured party. The sphere of 
discretion thus granted to the Courts is truly revolutionary. 

Oumership 

Several classes of property are quite witlidrawn from the 
operation of the Civil Code : some arc nationalised (land, forests, 
railways, large-scale industry); others are municipally owned 
(nearly all buildings in towns). Leasing is the only institution 
of Civil Law which is applicable to them ; for the rest, their legal 
position is dealt with in the special codes. As regards private 
ownership, the provisions of the law concerning possession, 
mortgage, etc. show no peculiarities, except in the matter of 
Limitation. The term of Limitation is very short — three years. 
Acquivsition through Limitation is unknown in Soviet Law; it 
leads only to loss of ownership, the former owner being auto- 
matically replaced by the State. The State, however, has had 
to confirm and stabilise the rights of those persons who in the 
turmoil of the Civil War and by various means came into posses- 
sion of all sorts of property that had not previously belonged to 
them. The State itself could not dispose of this; hence the 
conception of “ Working Use ” (which we shall meet again in the 
Land Law) as the legal title of ownership. In this case the article 
must be a useful one, not a lu.xury ; it must have been actually 
used by its new possessor ; and its acquisition by the latter must 
not have been based on any illegal agreement, and must have 
taken place before the issue of the 1022 Civil Code. 

Buildings 

During the Militant Communism of 1018-19 all buildings 
were taken over by the municipalities. Under the New Economic 
Policy some of them, but not many, were returned to their former 
owners; but since then no further buildings except on peasants’ 
land (see below on the Land Law) have been allowed to pass into 
private ownership either by purchase or construction. The 
appalling housing conditions in the towns, however, and the 
necessity of attracting private initiative to building, have led to 
the formation of a building right unknown to old Russia and 
similar to the English Leasehold. The land is leased by the 
municipality for a period varying between forty and sixty years 
for the purpose of building ; the lessee may sell and mortgage his 
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rights on this land; and on the expiry of the lease the house 
passes to the niunieipality against j)ayment of its then value. 

Private buildings are subject to a i)cculiar restriction : they 
can be sold only if the owner — or any member of his family — has 
not already sold some other building within the last three years ; 
and the buyer must be a person who does not already own another 
building — a clause directed against speculation in real estate and 
its concentration in few hands. 

The term of sub-tenanej^ — all town houses arc being sub-lot 
in the presetit housing dearth — is not to exceed twelve years. 
Rents are fixed by the municipality, at the nornial rate for 
standard accommodation (4.J square yards per head), and at three 
times the normal rate for more than that. Only leaseholders 
have the privilege of exceeding these rates. The landlord, 
whether a private person or the municipality, is not free to give 
notice to quit to certain classes of sub-tenants — State organ- 
isations, members of soldiers’ families, f)ers()ns disabled in the 
War or in employment (“ invalids of work ’*)— unless misconduct 
on their part can bo proved. 

Agreements 

The Code adopts the old classification — verbal, written and 
notarial agreements. As we saw, exydoiting another y^erson’s 
needy circumstances makes an agreement null and void : pro- 
ceedings in such cases may be started not only by the ])erson 
exploited but also by the State and other social organisations. 
The practical importance of this clause must be very great in 
villages, since it gives local Soviets a powerful weapon against 
any capitalistic tendencies among their countrymen. 

In cases of refusal to execute an agreement the rule is not 
monetary damages, but the actual execution of what has been 
agreed upon, whether it is a question of movable or immovable 
property. Physical impossibility, of course, exempts from 
execution. When e.xecution, though not impossible, Ix'comes 
extremely difticult financially, owing to some unforeseen change 
in market conditions, Rus.sian jurisprudence has invented tlie 
concept of “ economic irnpos.sibility ” ; on the principle that 
casual gain as well as casual loss is contrary to the economic aims 
of the Republic, such agreements are in practice declared null 
and void. 

As a minor point may be mentioned the very short Limitation 
for claims against the guarantor of the agreement — only three 
months. 
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(^07npanies 

The law pnwides for ])rivate, State and mixed companies. 
State eom])anies aie regulated by a special law (see below on 
'rnists). Mixed companies are those the members of which are 
partly private persons and partly public bodies; their status is 
very indefinite. The structure of private companies differs very 
little from European standards, except for some clauses rein- 
forcing the protection afforded to shareholders against pro- 
moters; the latter must take up not less than one-tenth of all 
shares; they cannot sell them until the expiry of the second 
accounting year, and they are jointly and sevei'ally responsible 
for any losses they have caused to shareholders by fraudulent 
misstatements. W'ith a few exce 2 )tioiis the ownership of shares 
has to be registered. 


Private Imhistry 

The role of private industry in the U.8.S.R. is small, and its 
status very vague. Sovi(‘t Law admits three forms of private 
industrial enterjjrises : (<'^) works owned by private j)ersons or 
private comjjanies; by legal practice, though tin* law is silent on 
tliis point, these cannot em])loy more than twenty workmen : 
(h) enter])ris(‘s leased by private persons from tlie State ; here 
the period of lease must not exceed twelve years; and (c) con- 
cessions, i.e. tlie lease of larger ent(‘r])rises and for a longer term 
than is foreseen by the law. or. rather, by legal 2 )ractiee. Evtit 
concession requires si^ecial sanction from the liighest authority, 
the Federal Economic (buncil, and the inovisions of the law being 
most inadequate, the granting of concessions in iwactiee is based 
on precedents derived from previous cases. Annulment of a 
concession may take place either by mutual consent or by tluj 
decree of a Fourt if one of the parties has violated the contract. 
On the expiry of a concession all works erected by the con- 
cessionary become the jn’operty of the State. 

/ nhvritauce 

Inheritance was at first abolished by the Revolution : until 
1923 the property of the deceased passed to the State. From 
1923 until 1929 inheritance* was permissible, but only up to 10.009 
roubles (£1000). The Decree of i\larch 1920 abolished this 
restriction, but retained others. The circle of persons who can 
inherit from an intestate is a very narrow one, consisting only of 
desc(‘ndants. tin* widow' or widow'cr, and persons who have been 
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wholly maintained by the deceased for at least one year (e.g. 
wives de facto ) ; all these receive equal shares. Wills may be 
made in favour only of the same groups of persons, but amongst 
them the testator may distribute his property as he thinks fit; 
if there are no such persons to inherit it, his property passes to 
the State. Taxes on inheritance arc surprisingly low for a 
socialistic code with levelling tendencies : 5 per cent, on £1000, 
25 per cent, on £20,000, and 90 per cent, on fortunes over £50,000. 

Patents 

The law contains the usual provisions for the protection of 
the inventor. The State may requisition any patent “ in return 
for fair compensation.” 

Copyright 

This is of short duration, being for five, ton, or, a.s a maximum, 
twenty-five years, according to the type of work. Copyright, too, 
may be requisitioned by the State — which the State has freely 
done during recent years. Anyone is at liberty to translate a 
copyright work : a clause introduced chiefly on account of the 
variety of languages spoken within the territory of the U.S.S.R. 
Works may be converted, without permission from the author, 
into another form, “ provided the dillerence is considerable.” 

Insurance 

This is a State monopoly. The rates are fixed. All buildings 
must be insured ; private ones arc regarded as insured without 
any special agreement, but for buildings belonging to a munici- 
pality or to the State, special insurance agreements have to be 
made out. In some districts cattle may be insured en bloc 
against epidemics, or grain against hail. 

Industrial Law 

Legal relations arising out of industrial activity arc in Europe 
mainly covered by the Civil Codes, being based on agreement. 
In the U.S.S.R only a minority of industrial enterprises, namely, 
private ones, and these only to a certain extent, are subject to 
the Civil Code : the bulk of industry is regulated by special laws. 

Trusts 

Practically all State industries now have the status of Trusts, 
but with European Trusts they have nothing in common but the 
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name. The Russian Trust is a State organisation built on the 
linos of private business the better to adapt itself to economic 
conditions. At first, Mihtant Communism nationalised all 
private enterprises and tried to manage them on bureaucratic 
lines, i.e. frfim the centre. Time and experience, however, 
sliowed tlie necessity of decentralisation, and enterprises were 
accordingly transformed into ccononiioally separate and, in 
pi’inciple at least, self-contained units with the attributes of a 
legal person, with their own budgeds, their special property, and 
provisions concerning their })rofits and the manner in which they 
might be liquidated; in short, into Trusts. (Banks and State 
farms are constructed on .similar lines.) Legally they are distinct 
from the State: they can conclude agreements with the Com- 
missariats (the iMinistrics) or witli other Trusts ; and the State, 
whilst governing them, is bound by certain rules with regard to 
them. Their fixed property, buildings and machinery, cannot be 
alienated by the Trusts themselves and is not liable for their 
debts; the ownership of it rests with the State. The so-called 
circulating capital— funds, cattle and furniture — can be disposed 
of by the Trusts within certain limitations. 

The State always fixes the prices at which the Trusts are to 
sell their products, and usually it also fixes whom the products 
are to be sold to. The inter-relations of the Trusts, although 
entirely controlled by tlie State (the highest authority being the 
Federal Economic Council), must take the form of agreements, 
with the usual clauses about advance payment, penalties, time 
of delivery, quality, etc. Sometimes the State buys in advance 
the whole of the production of a Tru.st, for its own use or for 
another 1 rust ; for example, the Ministry of Communications will 
agree with the Federal Economic Council as to the quantity of 
rails it will require, and the Council will distribute the amount 
required among metallurgical Trusts, each of which has then to 
conclude an agreement wuth the particular railway it is to supjily. 

A Trust usually consi.sts of a dozen or a .score of factoiies 
situated in the same region. Factories are not legal but pujcly 
technical units; they cannot undertake any commercial ojiera- 
tions. The profits of a Tru.st pa.ss to the Trca.sury, except 20 
per cent, for reserve capital and some ])erccntage for commission 
and for the betterment of social conditions among the workmen. 

Wliether the Trusts are indeed a temporary adaptation of 
Socialistic ideas to actual conditions, or whether they mean a 
return to capitalism, are again que.stions lying outside the scope 
of this article. 
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SlJ7}(liC(ltCS 

A Syndicate is a union of Trusts, either spontaneous or 
prescribed from above, formed with the object of unifying the 
purcliase of raw materials and t.lic sale of the product. Syndicates 
have their own capital, which consists of money contributed by 
the Trusts and subsidies granted by the State. Ilie respon- 
sibility of their members is limited; sometimes it is limited to 
two, three or five times the value of the capital invested by each. 
When soiling on behalf of the Trusts, the Syndicate adds from 
2 per cent, to 3 per cent, to the price for profit. 

Exchange of Goods 

The regulation of trade by the State in the U.S.S.R. is two- 
fold : indirect, ix. commercial pressure exerted on the market 
through disposal of large stoc^ks Ix^longing to the States ; and 
direct, through orders to Syndicates and Trusts. These orihus 
either regulate the whole of the transaction, prescribing the buyer, 
the conditions of sale, and the time of delivery (this is typical of 
large-scale indusli'ies) ; or are confined to prescribing the region 
whcTC the Trust must dispose of its product, leaving the Trust to 
find its own buyers (this is typical of articles for homo con- 
sumption). 

Exchanges 

These are virtually confined to the exchange of goods through 
the medium of lirokers, on quite ordinary lines. Operations with 
shares are much curtailed, speculation finding no favour with tin; 
Soviets. 

Banks 

These, few* in number, are all organised as limited companies, 
])ut are nevertheless es.sentially State institutions founded by the 
'rreasury. Like I’rusts they are constituted as legal persons, 
with self-contained budgets. Their main duty is to finance 
Triists and Syndicates. 

Co-operatiie Societies 

In the opinion of Soviet Icgi.slators the purpose of Co-operative 
Societies is not simply to render assistance to consumers, but 
rather to unify consumers in preparation for complete social- 
isation. The State, therefore, regukates their functions very 
actively. Only persons enjoying the right of political voting 
have the right of membership. Both the minimum and the 
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maximum of investment are very low. According to their 
statutes the Co-operatives have to distribute and retail the 
produce of Trusts. The Trusts usually conclude the sale with 
some central organisation of the Co-operatives, which then dis- 
tributes the total quantity of goods purchased among its various 
branches. The Co-operatives have considerable privileges as 
against private persons : they may possess industrial works of 
any size; they may take over nationalised and municipalised 
buildings; and they have priority in recovery of debts, etc. 

Mining 

Here the peculiarity in the Soviet Code consists in the privi- 
leges accorded to the discoverer of new deposits of minerals. 
Without having to pay royaltie.s he is entitled to a lease from the 
State. At the same time he must take the option up within a 
certain period, or lose it altogether. The product is his own 
property, for which he has to pay over to the State a mining tax 
and ])er cent, of his profit. 


Land 

All land without exception is owned by the State and is 
therefore altogether exempt from the operations of the Civil Code. 

Militant Communism made an attempt to distribute land 
equall}^ According to the Land Nationalisation Decree of 1918, 
each peasant shall receive no more land than is necessary to 
secure his exi.^tence without penury.” All land was then regarded 
as one mass to be re-distributed anew ; the richer villages were to 
hand over part of their land to the poorer ones, and a peasant 
who had more than tlie average for his district was to give away 
the surplus to his poorer neighbours. The only regime admitted 
was that of the old Tsarist commune, with its periodical rc- 
di visions of land according to the number of “ souls ” to bo 
supported ; and these re-divisions became, in fact, more frequent 
than ever, taking place nearly every year. The levelling experi- 
ment led to chaos, and had to be arrested half-way; and the 
Land Code of 1022 fixed the posses.sion of land as it then was. 

W'hile maintaining the national ownership of land, the 1922 
Code recognised its being in “ economic working use ” by the 
peasants. It re-admitted leases of land and the change from 
communal to individual farming. The land is now given for use 
to the peasants free of charge and without time limit ; the only 
w^ay in which the State can dispose of it is within the general law 
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of expropriation for common use. But the peasants’ right is 
nevertheless conditional. It is subject, first, to * economic use,” 
that is to say, to economically rational use; hence rapacious 
farming or failure to cultivate brings loss of rights, any ownerless 
land returning to the State or to the village commune. In the 
second place, “ working ” use moans that tlic i)casant must 
cultivate the land personally; hired labour, being a feature of 
capitalistic farming, was entirely prohibited in the first years 
after the Revolution. Yet here again the legislator has had to 
bow to the requirements of the ix>asants ; and liirod labour has 
been re-admitted, though only on condition that farming docs not 
thereby lose its personal working character, i.e. that the employer 
must work on the same footing as the employee. (One may sec 
the spectre of the old estate-owner looming behind this clause.) 

Leasing had to be re-admitted as well. Its maximum term 
was gradually lengthened to fifteen years. The lessee, too, has 
the right to make use of hired labour, but under the same restric- 
tions as apply to the possessor himself. 

Buildings are the full property of the peasant, but may bo 
owned only by those who possess the land they are built on. 

Forests, in so far as tliey are not sot apart for the use of the 
►State, which is exploiting them through Trusts, are given to 
peasants on the same pi inciple of working use " as the land. 
The peasants may use the timber for their own needs, l>ut cannot 
sell it ; they are obliged to look after the forests and to observe 
prescribed systems of cutting. 

The legislation with n'gard to the land is on the whole the 
most conservative part of the Fconomic T.aw of the U.S.S.R.. the 
reason for this being obvious. The legal position of the com- 
mune, now as formerly merely an agricultur.d and not an 
administrative unit, has been left almost intact ; the commune 
decrees the re-divisions of land (which, however, are not now 
allowed more often than once every nine years), fixes the rotation 
of crops, possesses land and buildings of its own, etc., etc. 

A curious legal concept (dating among the peasantry from 
time immemorial) is the Dvor (the household). The right of 
possession belongs not to this or that mujik oi* his family, but to 
the Dvor. The latter includes all memix'rs of tin* family present 
or temporarily absent, together with persons in fact recognised 
by the family as full partners, such as relatives and sometimes 
workmen. The head of the family is only the traditional repre- 
f^entative of the Dvor, and possesses no privileges as against other 
members : the Dvor can protest against his actions to the com- 
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munc, and got him displaced. The property of the Dvor does not 
answer for deljts contracted by its members for tlieir personal 
benefit, bnt ordy for debts contracted for the benefit of the Dvor 
itself. The institution of inheritance becomes, therefore, super- 
lluous; the Dvor being quasi-immortal, the only objects whicli 
can be inherited are the personal belongings of the deceased. 

The peasant is free to abide in the commune or to exchange 
his land for co-operativ^e or individual possession. 

Co-o pereifi ve Pojs^iess i o n 

This is a new concept on purely communistic lines. In some 
of the land co-o})eratives the land is cultivated in common, but 
the produce is divided among its members ; in others, both pro- 
duction and consumption are in common. The law, without 
enforcing this method of farming, gives it preferential treatment 
by allowing it more credit and rediicing some fees and taxes, 
etc. Apparently, however, the land co-operatives have taken 
no root in Kussia. 

Indhidial 7 V',sc.s.s/o» of Land 

Despite its antipathy to individual effort, the Soviet Govcjn- 
ment was comjjellcd in 1921 to recognise the economic necessity 
of taking up again the agrarian reform of 1906.^ This, the passing 
of the pea.sants from communal to independent farming, has now 
been re-started ap])roximalely on pre-war lines. The only 
fundamental difference is that separation from the commuiui 
docs not gi\c the peasant ownershi]) of the land. At the time of 
communal re-divisions any single peasant may claim separation ; 
at other times, separation is pos.siblc only if ono-lifth of IIkj 
commune claim it. Jn such cases parti tioji of the land is carricMl 
out by Land Committees, d'hc size of the new farms is based on 
the number of members in the Dvor, and the new farm must 
contain all its land in one or in a few plots ; whereas under the 
communal regime the land allotted to each Dvor always consists 
of many “ strips,” ten, twenty, or more, in number, spread over 
the whole area of the commune. 

N. UrRSKV 

^ Seo article by the present writer in the Kconomic Jocunal for December 
1921. 



THE FUTURE OF GOLD AND INDIAN CURRENCY 
REFORM 


SiK Basil Blackett, the Finance Minister of India, put 
before the Hilton- Young Commission on Indian Currency and 
Finance a scheme for a gold standard and a gold currency under 
which the silver rupee would no longer be legal tender except for 
small sums, and after a ijeriod the rupee would be convertible 
into gold curreney. This scheme was rejected by the Com- 
mission after exhaustive inquiry. It would have involved a 
large demand for gold at a time when European countries wore 
attempting to get back to normal trade conditions, and it would 
liave meant the dt; throne ment of the rupee and the sale of 
redundant silver equivalent to three times the world’s annual 
production. It was hoped by the sponsor of the scheme that 
the uneconomic habit of the people of India (who hold to-day 
£550,000,000 or 14 per cent, of the world’s stock of gold) would 
be cured by the introduction of a gold currency. The views of 
Mr. Benjamin Strong, the Governor of the Federal Reserve Bank 
of New York and his American Colleagues, Professors Sprague 
and Hollander, and Mr. Montagu Norman, the Governor of the 
Bank of England, on gold, the evidence of Sir James Brunyate, who 
defended the gold exchange standard as a system of currency, and 
of Mr. C. H. Kisch, Financial Secretary at the India Office, who 
criticised Sir Basil Blackett’s seheme with special reference to its 
cost, are of particular value in this connection. It is undoubtedly 
true that one of the most important of monetary problems in the 
next two decades is whether the supply of gold will or will not be 
sufficient to avoid a fall in world prices. If the conclusions are 
that present prospects point to a gradual and substantial dechne 
in gold production over the next twenty years in the absence of 
a revolution in mining methods or new discoveries, a fall in 
prices may be regarded as probable. The fall could be prevented 
by suitable action on the part of the Central Banks of the w'orld 
with a view to economising gold. 

From 1896 to the outbreak of war prices were rising with the 
largely increased production of gold from the world’s mines. 
In many countries, notably in India, there was a considerable 
increase from 1905. Had there been no w^ar it is not improbable 
No. 146.— VOL. XXXVII. 
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that prices to-day would have been higher than the pre-war level, 
and it must not be thought that we have of necessity to get back 
to a pre-war level of prices. In fact, in their evidence before 
the Koyal Commission on Indian Currency and Finance, the 
American witnesses stated that the Federal Reserve Board was 
working to keep the price level stationary at about 50 per cent, 
higher than the pre-war rate. In the last few years, in the case 
of those countries wdiich have stabilised their currency, the 
movement in prices has been downwards.^ As things tend to 
become more normal cheaper methods of production make for a 
lowering of prices. The question of the supply of gold is more 
intimately connected with the long-period movement of the price 
level than with the short period. It is with the long period tliat 
we are especially concerned. 

There are not a few wdio hold that the essential function of 
gold for monetary purposes in the past was for circulation and 
for the redressing of an adverse balance of payments in the 
interval before it is corrected, and with the withdrawal of gold 
for circulation only the second of these functions remains. Gold, 
however, human nature being what it is, is required as a store of 
value and as a sign of unassailable strength. The cfl'cct on the 
imagination of such a store can scarcely be over-estimated from 
the point of view' of confidence. Neverthelt*ss, the function of 
gold in the present-day monetary systems of the world is changing. 
It does not support the w’holc structure of credit in a country. 
Gold reserves havt^ not to increase proportionately with tlie grow th 
of business. The additional use of gold on this account n(*(3d bo 
only small. Payments cancel themselves out through the use of 
cheques and currenc}^ notes, and very little g(dd need pass in 
final settlements in a country in spite of its continued importance 
in the clearing of foreign debts. Gold is to-day still the basis of 
the credit and price systems of the w'orld, and the amount of gold 
which any country kcc])s depends both on the pre.^tige of th(' 


' Pre-war — 100. 



Oct, 

Feb., in-JO. 

Feb.. in:7. 

Great Britain 

I.i4 

149 

143 

United States 

158 

155 

148 

Sweden .... 

154 

152 

140 

Netherlands 

154 

149 

144 

Austria .... 

127 

120 

130 

Hungary .... 

131 

125 

i 127 

Germany .... 

143 

134 

103 


Cf. Fedoral Roservo Bullet in. 



1927] FUTURE OF GOLD AND INDIAN CURRENCY REFORM 239 


note-issuing bank or Government and on the custom that obtains 
in the country. With a change in custom there may be quite 
a considerable decrease, for example, in the amount of gold 
considered to be necessary for confidence. In France in recent 
years the reserve fell to a low percentage, but this had no great 
effect on the confidence of the general public in the Bank of 
France. In the Federal Reserve system in the United States 
the reserve of gold is a high percentage, over 70 per cent. The 
ideas prevalent in a country as to a safety margin and the prestige 
of the note-issuing institution then govern the size of the reserve 
required as a sign of strength. So long as gold is the one com- 
modity acceptable for all products and services, it will remain 
the basis of the world’s credit and price systems. It is hardly 
correct to say that gold for monetary uses is to-day required only 
for redressing an adverse balance of payments. It is required 
also as a store of value within countries. 

The most remarkable features of gold production arc the 
phenomenal production in the last quarter of a century and the 
probability of a decrease in production in the near future. The 
strictest economy in the use of gold will be essential if a fall in 
world prices is to be avoided. The following data ^ have been 
carefully prepared to show the position at a glance : 


Gold Production 

(In £ millions at 84?. per line oz.) 

(i) 1493-1926. 


Period. 

World's Output. 

Percentage of 
Aggregate. 

149.3-1800 

£487 m. 

12 

1801-1900 

£1,583 m. 

,37 

Total (407 vrs.) .... 

£2,070 m. 

49 

inOl-1926 (25 yrs.) .... 

£2,109 m. 

51 


£4,179 m. 

100 


’ Sources : Soetbeer’s Materials for the IlUistration atid Criticism of the 
Kcommic Relations of the Precious Metals and of the Currency Question^ Derlin, 
188U; the careful m(?moran(la of Mr. Joseph Kitchin and of the American wit- 
nesses before the Royal Commission on Indian Curnmey and Finance (Vols. Ill 
and V, 1926) : SUitist, March 26, 1927, and my paper on “ Some Effects of the 
War on Gold and Silver ” (Royal Statistical Society, 1920). 

R 2 
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(ii) Annual Output 



Transvaal. 

Rost of 
British 
Empire. 

h’oroigii 

Countries. 

Total World 
Production. 

1!u:j . 

37 -4 

21-2 

36- 1 

94-7 (pro-war yr.) 

UJla . 

3S0 

22 

35-8 

90-4 (record yr.) 

11)17 

38-3 

17-S 

30-2 

80-3 

nils . 

3.JS 

15 2 

28 

79 

11)1!) . 

,3.“)-4 

14-7 

24-9 

75 

1920 . 

34-7 

13-4 

20- 0 

()9 

mm 

34:) 

12-9 

20-6 

58 

1922 

29-8 

14-8 

20-9 

05 5 

192.1 . . i 

38-9 

14-5 

22* 1 

7:>-5 

1924 . 

40-7 

15-3 

25 

81 

192:) 

40-8 

i:)-3 

2 4*9 

81 

1920 . 

42-3 

1.5-2 

25-3 

82-8 


(iii) Output in 1020 



Fijio 07. . 

N'aliii' t. 

% of total. 

Tninsvnal .... 

9,902,852 

42,342,000 

51 

United Stalc j 

2,189,8;H) 

9,307.090 

11 

r.inadu ..... 

1,729,000 

7,318,000 

9 

Russia ..... 

992.155 

4,217,000 

5 

Mexico ..... 

753,082 

3,203,000 

4 

Australasia .... 

013,097 

2,008,000 

3 

Rhodesia .... 

594,205 

2,525,000 

3 

India ..... 

383,215 

1,029,000 

2 

Total British Ktnpirc 

13,543,829 

57,501,000 

09 -5 

„ World .... 

10,498,520 

82,809,000 

100 


There are many important facts that strike the eye as oiu'- 
glances down these tables. The production of gold in the 
present century is the equivalent of half the world’s output during 
the last four hundred and thirty-four years. Since the high- 
water mark of 1915 there has been a drop of 15 per cent, in the 
world’s output, although in the Transvaal, which produces a 
shade over 51 per cent, of the total, thei*e lias been an increase of 
91 per cent. The production of gold in the Transvaal in 192(1 
w as chiefly the cause of the world’s output in 1926. Indeed the 
production was a record production for any single i)roducing 
country. By means of improved technical methods of produc- 
tion, and in spite of higher costs for stores and higher wages, the 
costs of production in the Transvaal have been reduced. An 
analysis of the views of British, American and South African 
experts shows on the w'hole that there is, nevertheless, the 
probability of a decrease in iiroduction within a short period of 
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years. The official mining engineer of the South xXfrican Govern- 
ment, Sir Robert Kotze, estimates a decline in ten years of 
about 48 per cent. “ Unfores(^cn discoveries may, of course, put 
an entirely new complexion upon the position,” lie adds, ‘‘ but 
it is not safe to rely on such an eventuality.” Mr. Joseph Kitchin, 
Manager and Director of the Union Gorporation, one of the 
largest mining corporations in the Transvaal, believes that ])ro- 
duction is now at its maximum and that new mines to he opened 
would not offset th(' declining output of older min(‘s. JIc also 
holds that the decline in the Transvaal would !U)t be equalled by 
increases elsewhere. He infoianed the Royal Commission on Indian 
Currency and Finance that for the live years to tin; world’s 
production may be estimated at £:i9r),000,000, of which IIU,") has 
already contributed £si .000,000. For the following live years the 
production he estimates at £305,000,000, and is of opinion that this 
is rather optimistic. By the end of 1934 the Transvaal production 
he believes will be 30 per cent, less than at the present lime, lie 
allowed a production in Hie case of Canada of £8,500.000 per 
annum, and also a possibh' increase in the casi‘ of Russia to the 
])re-war figure, but did not allow for any large increases (‘Isewhere. 
It is doubtful if the allowance for Canada's increase in gold 
])roduction is sullichMit. If has already doubh'd since 1920, and 
Ix’fore long it will take the second place in the gold-producing 
countries of the world. There ar<‘ experts who believe the 
(^madian production will increase within live years to £10.000.000 
or even £12,000,00o. In tire case of the United States there has 
been a fall from nearly £21.000.000 in 1915 to £9.300,000 in 1920, 
owing to the exhaustion of ])rorilable mining in Nevada and 
Colorado. Tlu^ level to-day is b(‘low that of the 'fifties of last 
century. Australia and Xew Zealand have fallen from being the 
most important producing areas in the world to a level to-day 
with Rhodesia. Professor Gustav Cassel supports the vicuv of a 
possible shortage of gold and the necessity (J economising gold 
to avoid a lieavy and continuous decline in prii‘es, which in turn 
would lead to disjuites, strikes and depression. In his evidence 
before the (Vnnmission he showed that between 1850 and 1910 
the world’s stock of gold was multiplied by 5-2. wliich corresjronds 
to an annual increase of 2*8 ])er cent, lie selects this period 
because the general level of gold prices in 1910 was almost the 
same as it was in 1 850. In the Skandinnriska Kmlitaktieholaffct ho 
shows that in the years 1920-23 gold virtually doubled in vahie. 
The return to the gold standard by a number of countries has 
iuoreased the demand for the metal, but production has not 
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increased and an increasing scarcity of gold must result. This 
will be intensified if the production of commodities expands to 
a considerable degree at the same time. Professor Casscl fears 
that gold production will not increase more than 2 per cent., and 
tlierefore the world must restrict its gold demands as far as 
possible. Mr. Kitchin has worked out the increase in the stock 
of gold money between 1851 and 1007, a period of 56 years, as 
3-03 per cent, per annum, and between 1844 and 1013, a period 
of 60 years, as 3-04 per cent. He shows with the incicase in 
efficiency of gold money the figure for ISSO to li)13 is 2-7() per 
cent. Tt is doubtful if Professor Cassel is right in taking a 
])erccntage ba.sed on tlie average of the period 1850 and 1010, 
when all countries, with one exception, went on to the gold 
standard, and wlicn the blinking s 3 "stems of the world were not 
so developed as they arc to-da}" and the economising of the use 
of gold not so great. The Commission on Indian Currency and 
Finance were convinced that it would be most imprudent not 
to take into account the possibility, indeed the probability, that 
unless great economy is exercised in the use of gold, both in 
regard to its use as a commodity and its use as mone^^ we have 
to look forward to a prolonged period of steadiU^ falling commodity 
prices througliout the world.” 

It must be admitted that the proof that the supply of gold 
in the near future will bo iirsufllcient is not absolutely con- 
clusive, because of the possibility of economising in the use (^f 
gold, especially in regard to banking. It is necessary to examine 
the available data in regard to the consumption of gold. 
Approximati'ly 52 per cent, of the world’s stock of gold is used 
for monetary purposes, 32 per cent, for industrial purposes in 
Europe and America, and 14 per cent, is absorbed by India. 
The effect of gold absorbed by India in the period following the 
Californian and Au.stralian gold discoveries of the middle of last 
century has been to moderate the large increase in prices that 
took place. India’s absorption is important because the quantity 
of gold absorbed is relatively to the w'orld’s annual production large. 
It is still more important because the gold is used for hoards and 
j(‘wellery and docs not remain, as in the case of gold taken by 
Western nations, part of the world’s monetary stock. The following 
table shows the employrnr'nt of the world’s stock of gold in the 
pre-war year and in 1024. The data were submitted by Mr. Kitchin 
to the Commission on Indian Currency and Finance in a slightly 
different form and have been compared with the available statistics.^ 

^ Vide Table 5, p. ,5,38, Vol. Ill, Uoyal Commission on Indian Curronry and 
Finance, 
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WorkVs EmploymeMt of Gold. 
(Ill £ millioiiH.) 



End of 1913. 

End of 192i. 

Monetary pold: 



State banks! and Ireasairii H 

!) In 

1,710 

Other bnnk.s ...... 

I2ry 

90 

Circulation ...... 

500 

100 

Not tnicivd^le oncludin;^ boanlin^) . 

IS 

200 

Total 

1,5SS 

2,100 

Cold for the Arts (F.iu'ope and America) 

1.012 

1,241 

India'H absorption ..... 

392 

5.-.3 

.\hsorptiou of China and . 

100 

loti 

World’s out [>nt (sinco l th3) . 

£3.122 

£4,000 

(ExpresKod in percentage:-;.) 


.Monetary gold . 

Slate hanks and treu:>nries 

30 

43 

Ollier banks ..... 

4 

2 

(.’irculalion ..... 

11) 

3 

Not traet'abh' (inchidinfr boaelint;) . 


~t 

Total 

51 

53 

Cold for th(5 Arts (Europe and Arneriea) 

33 

31 

India's absorption .... 

13 

14 

.\b.sorption of Cliina and lyixypt . 

3 

2 


100 

100 


It will be ^ccn that the amount of monetary gold in State 
hanks and treasuries has almost doubled, and that the amount 
of gold in circulation at the end of 1924 (h'creascd by £400,000,000. 
A comparison of the gold reserves of (k'ntral banks and govern - 
nu'uts in 40 countries of the world in 192(> shows an increase of 
92 per cent, over tliose in the pre-war year 1913. The gold 
holdings of these 40 Central banks and governments w’ere £1,S30 
millions in 1920, as against £9.‘34 millions in 1913. There is, as 
is well known, little monetary gold now^ outside Central banks 
except in the United States, Canada, and Australia. In dune, 
1920, in the United States there were $40 millions in gold 
eoin, not including gold certilieates, held by banks other than 
Federal Reserve banks, and a])art from that in circulation. 
The pre-w'ar (1913) figure w^aa §225 milli(ms. The (Canadian 
banks at the end of 192G liad §70 millions outside the Central 
Reserve, while in Australia in .lime, 1920, the gold lield by 
Commercial banks (including a small amount of silver) was 
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£32,000,000. In this period then, gold has been concentrated in 
banks of issue at the expense of Joint Stock banks and of the gold 
hitherto in actual circulation. An examination of the distribu- 
tion of the gold in reserves shows that it is much more unevenly 
distributed than before the war. The reserves of the United 
States, Jaj)an, Australia and some of the South American States 
show large increases, while those of Italy and Eastern Europe are 
less. The reserves of tlu'i United States are more than three times 
the pre-war level , while the volume of credit has similarly increased. 
The efficiency of American banking reserves has been, of course, 
greatly increased by the Federal lleserve system. The tendency 
since 1924 has been general throughout Europe for countries in 
which gold stocks were relatively low to build up their gold 
reserves, while countries which accumulated large stocks in the 
war have been shipping gold to other countries. Since May, 1 924, 
Germany has increased her gold holdings by £65,000,000, or at 
least 255 per cent. Belgium and Hungary have also since 1924 
increased largely their gold holdings. At the end of 1926, 44 per 
cent, of the gold holdings of Central banks and governments were 
iii the United States and S per cent, in Great Britain, or more 
than one half the total. The gold reserves of countri(‘S in Europe 
(25 in number including Great Britain) were 37 per cent, of the 
total, as compared with 44 })er cent, in the United States and 19 per 
cent, in countries (14 in number) outside the United States and 
Europe.^ 

The absorption of gold by India is most striking. Unlike 
China, which during the last three decades has taken over three- 
fourths of her imports of the precious metals in silver, India lias 
taken only 45 per cent., the remainder (55 per cent.) being in the 
form of gold. Since the pre-war year (ended 31st March, 1914) 
India has year by year except on three occasions (1915-16, 1918- 
19, and 1921-22), and in spite of the war, been an importer of 
the precious metals, and this has not been for monetary usi's. 
The following table shows the large imports in the last four years, 
and when one remembers the total annual production from the 
world’s mines, this large absorption is all the more striking. 


^ Cf. Federal Resorve Bulh*tin, April, 1927. U.S.A. gold holdings (Troasuiy 
and Rosorvo banks) were in 1913 31,290,420,000 and in 1926 $4,079,531,000; 
(Ireat Britain (imliiding gold in both the issue and banking departments of tlio 
Bank of England, including some silver and the currency note reserve) in 1913 
^^e^e £34,049,000, and in 1926 £147,084,000. The reserves for European 
countries including Great Britain (25 in number) were in 1913 £566,257,000 nnO 
in 1920 £672,671,000; for non-European countries excluding U.S.A., these were 
in 1913 £130,034,000, and in 1926 £347,779,000. 
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Net Im/ports of Gold into Iridia,^ 

(Weight in fine ounces and value calculated at St/j. llh/, jx'r fine oz,. 


Y“oar ended Slst Mar<^li. Wt. in fine ozs. 


Value in £. 


1923 

1924 

1925 
192(i 


5,.S5S.29S 
4,319,350 
11, 905, 221 
6,135,579 


21.885,502 

I.S.34S,205 

5O,S27,202 

20,063,428 


The ntit imports were in these four years larger than in any 
year since the war except for the year ended 3lst March, 1920, 
when the net imports converted at the average rate of exchange 
of the year were £35,150,000. From Bombay, where the major 
portion of the gold arrives, it finds its way up-country to meet 
the demand which is general throughout India. Delhi, Amritsar 
and Agra are the main distributing centres in Northern India. 
The prosperous Canal CVdony districts of the Punjab and the 
cotton-growing areas in Bombay and the Central Provinces are 
large consuming tracts. In times of insecurity the tendency to 
hoard, strong indeed for generations, becomes stronger, and if 
gold as in recent years is chea]) it is an attractive although barren 
investment. In 1024-25, owing mainly to the agricultural 
prosperity and to the low price of gold, all surplus cash was 
invested in gold. “ Almost every family,” wrote the (\mtroller 
of the Currency, “ in w^hich marriages were likely to occur during 
(he next year or two, took the opportunity to lav in the necessary 
store of gold while it was cheap. ” 

Were this absorption of gold to decrease considerably there 
would V )0 economy in the use of gold. There has been in recent 
years .a considerable saving by refraining from using gold coin 
in Europe and America. In India, too the use of gold coin is 
indelinitely d('ferred by the r(‘cent Indian Currency Act (Act I\ 
of 1927). This act has dc'inonetised the sovereign and half- 
sovereign and prescribes the continuance of the economical gold 
f‘xchange standard, until the gold bullion standard and the 
Reserve Bank come into force on a date not later than the first 
of January, 1931.2 Could not a similar saving be found by 
curtailing the absorption of gold on the part of India for non- 
monetary purposes ? Unfortunately there is no evidence to 

^ Prepared in the Finance Department, India Office, London. 

* Before this Act, Govornineiit could refu.so to give gold or foreign exchange 
in support of the rupee at its lower gold point. Now it is incumbent by Statute 
on Government to issue either gold or sterling exchange. This Act also fixed 

6(i. as the statutory value of the rupee. 
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warrant an answer in the affirmative. The stock of gold in India 
in 1835 was £56,000,000, in 1900 £200, 000, 000, in 1910 £252,000,000, 
in 1019 £372,000,000,^ and to-day in the neighbourhood of 
£550,000,000. The only remedy for gold hoarding in any country 
is increased education and increased facilities for banking, but, 
as in France, the habit is very deep-seated and cannot be suddenly 
changed. 

There are otlu'r me! hods of economising the use of gold. With 
the d(^v('lopment of bourses in Europe and America and of 
securities with a world market, the transfer of such securities is 
an alternative to the shi|)meut of gold. IV^itli this Great Britain 
was familiar in the war. Another method, advocated by Pro- 
fes.sor Gassel, is the centralising of gold in the two large gold 
centres of tlie world, London and New York. Central banks 
could also cut down their demands for gold cover. Professor 
Sprague expressed the opinion that the Reserve Banks of the 
United States could carry on with a rcvserve of 50 per cent, in 
place of a reserve of 70 per cent., and this would release 
$800,000,000, By the substitution of Federal Reserve notes for 
gold certilicatcs in circulation, the $800,000,000 could be increased 
to $1,200,000,000 or even .81,500,000,000, and this would not 
moan the contraction of credit. 'J'his freeing of excess reserves 
would be sufficient to make good any deficiency in gold pro- 
duction for some years, and is an excellent example of the possible 
economising of gold by the readjustment of reserves. 

G. Findlay Shirras 

Oujartt College, 

Cniver,^ify of Bomhffy. 

' Indimt Fimtnv- nn'l P.iuikhoj (MarniilLiii), lal'J. 



RECENT PAPERS ON CARTELS 


League of Nations. International Economic (.'onference : — 

Report of the Trade Barrier.^ (^ommiltec of the I nternational Chamber 
of Commerce. 

Carieh and Combines. Ry Dr. Kurt WiKDENFur.D, TiOipzig. 
Methods of Economic Rapprochement. By Prof. VnJUKNR 
Crossman, Zurich. 

Cartels and Trusts and their Development. By Prof. Paul dk 
Rousip]R8, Paris. 

International Cartels. By Prof. 1). H. Macgrfoor, Oxford. 
Rationalisation in the U nited States. By the Hox. D. Houston'. 

La Conference Internationale des Cartels, l^y Yves-Cuyot. 

[Journal des tCconomistes, ^larcli 1027.) 

Internationale Kartelle. By Dr. R. Liefmanx. (WeltivirfschafC 
liches Archiv, April 1027.) 

Progress in Economic Undersbnuling. The Economic Importance 
of Cartels. By Dr. 11. Ertl. [The (koilral European, 
Vienna, April 1927.) 

Cartels and Democracy. By F. Delatsi. [Foreign Affairs, A])ril- 
May 1027.) 

Tjie international Steel Cartel had a good Press, and the idea 
of further moves in this direction obtained a remarkable publicity 
in a very short time. Tlie Steel Cartel had two things in its 
favour — it was a form of agreement between Germany and her 
former enemies, so that it could be proclaimed as an achievement 
in pacification ; and it was jniblic, both in the sense that its terms 
were unconcealed, and in that it had a .semi-offieial support. Dr. 
Lief mann shows that such agreements have really a long history ; 
tliey are even now numbered by the .score ; but they lurked in an 
atmos])here of secrecy until the Steel (kirtel, favoured by its 
special environment and seemingly s})ecial significance, gave to 
the whole movement a confidence whicli brought it into the open, 
and claimed for it the title of Rationalisation. Since then, its 
Bross has been somewhat too good; the iteration of this term has 
become tiresome, so as to cause a reaction of suspicion that 
judgment is being rushed and captured in favour of what is 
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certainly a formidable extension of the combination movement. 
Wo are “ afraid of big business ” if we do not examine its new self- 
definition, so that it “ gets away with it,” and is able to speak as 
if tlio Trust question ” were an out-of-date panic. 

Tliese papers are contributions to a debate, occasioned by the 
Ecjonomic Conference, on one form of international combines, those 
which are reached by way of agreements. There is, of course, as 
Dr. Liefmann emphasises, a great background of direct inter- 
national capitalism created by the ramifications of “ Concerns.” 
These need not, liowever, be monopolistic ; agreements are 
])icked out for special consideration because adherence to them 
iinposcs restrictions, at least in the usual cases, on output or 
iuarkels, and is intended to exchange between the parties 
monopolistic s])licros in some sense. 

There are area-cartels which distribute the trade, and output- 
cartels whi(!h allot the production, and there is a general assump- 
tion that the debate is concerned with these, and especially with 
the former. Jt would have been a good thing if the case for 
“ cartels of conditions ” had been included. Competition is 
rarely referred to sans ; it is anarchic, chaotk^, excessive, 

unregulated, unlimited, and so forth. But it is the purpose of 
condition ” cartels to regulate methods of trading; many 
relationships of this kind alrc'ady exist, as regards conditions of 
Side and credit, standardisation, and, in the United states, trade 
practices. In several of these .Memoranda, tlie formidable 
structure of an internal ional province or output cartel appears in 
(lie end to be justified mainly by the claim that it may stoj) 
dumping. Tliis is Liefinann’s ])oint, and also VViedonf eld’s. 
Since national cartels accentuate this problem, there must be an 
international delimitation. But would not a condition-cartel 
rulHce for this ? Let them define dumping, and agree to bar the 
practice. In the same way, if international agreements will 
facilitate all kinds of consultation, exchange of information, and 
so forth, is it not worth while trying such an »)rganisation as will 
just do that — what Ijiefmann calls a Verein ? It would seem that 
the International C'liamber of Commerce, anil the League of 
Nations, might between them arrange many forms of agreement 
and consultation, including con.siiltation for the reduction of trade 
barriers, which would be a less exceptionable way of doing some 
of the chief things which are x>rescntcd as excuses for province or 
output cartels. In this respect, Mr. Houston’s Memorandum is 
of special significance. In the United States, the cartel agreement 
is not allowed ; it is a continental area, with giant businesses, as 
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in Europe ; but they may not delimit that market, so that their 
rationalisation,” as he reports on it, applies to an environment 
of conditions surrounding competitive trade, and they are 
neither “ anarchic ” nor iinprosperoiis. 

It is, however, the stronger agreements w liich are discussed in 
these papers. They are international in the sense that the parties 
to them are representative of different countries. Their inter- 
nationalism, as a fpiestion of what they do, and whether that 
corresponds to the most “rational” distribution of work, is a 
question of proof, not of definition. Will they make the l)est 
terms for their nalioiial industries, standing upon their own 
tariffs, or will they try to allot production so as to coiTes[)oud to, 
and gradually reach, a mininuuii tariff position i Tliis latter sense 
of internationalism seems to be claimed, when it is argued that 
they will render tarilTs svq)er(luous. Jiut let us hear Dr. Wieden- 
feld. The (piestion to be considered in each ease, he says, will 
be “ not loyalty to tiio agreement, i)ut simply the mathematkail 
ealculation whether the rcduiied cost of prodirdion anticipated 
from increased output does or docs not exceed the amount of the 
conventional penalty.” In poliey, this is nationalism, not inter- 
nationalism. It does not leave much content in the idea of 
rationalisation. It is not what is meant by “ economic pacifi- 
cation” -Dr. Drossmaifs phrase- or by the “nations getting 
together.” 

The consensus of opinion in these papers is favourable to the 
agreements, and in some of the longer ones a general defence is 
offered of ( 'artels as a whole. But the international extension does 
raise new questions ; jiartly because the consumer does regard the 
foreign producer as his alternative, partly because of the problem 
of an authority for control. The dissentient is Yves-Guyot. He 
is not to be served by the mere word rationalisation, lourd 
neologism impose par TAlleniand ”---of which there is such a 
cult. It is not “ rationalisation ” but just “ ration ” of production 
that is in view, and what is that but restriction ^ Then “ qui 
rcstreindra la restriction ? ” He foresees the transfer to a wider 
sphere of the conflict between labour and capital, one restriction 
met with another, two socialisms bet ween which output will take 
its chance. His vigorous critique, of both national and inter- 
national cartels, is inconclusive, unless he holds that no form of 
producers’ agreement can improve at least the conditions of 
modern competition. 

Important contributions arc made in the other memoranda to 
the history of the Cartel Movement, Dr. Liefmann’s review being 
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by far the most substantial. ]5ut their main interest is in the 
treatment by the apologists of international agreements of the 
question of tarills. These agreements have, in more popular 
writings, been commonly assumed to be in some way a substitute 
for, or alleviation of, existing trade barriers. But the argument 
is very obscure. A substitute for tariffs leaves the position as it 
was. A reduction of tariffs, somehow obtained through trade 
agreements, might be obtained by a more direct method. Some- 
thing which renders tariff's ineffective, while they exist, is a hard 
proposition. The reader may judge from a summary of the 
arguments. 

The Trade Barriers Committee desires the abolition of 
})rohibitions of import and export, and the free movement of raw 
materials. It favours international agreements, because they 
“ may contribute to the solution of tariff problems,’’ by preparing 
the ground for official commercial agreements, and enabling a 
more rational distribution of production. “ Kuinous com- 
petition ” would be eliminated ; abuses would be remedied by 
** giving rise to fresh competition.” Not much comes of tins. 
Reservation of markets is a common clause of international 
agreements, and means a prohibition of import. In what way 
does the ground need to be prepared for official commercial 
agreements ? 

Dr. Grossman replies to the question of direct official agree- 
ments. They are now l)eing concluded for periods that are too 
short. Besides their instability, bargained tariffs may only ])ut 
up duties. He does not, therefore, wish to ])re])are the way for 
official agreements. He thinks that producers’ agreements can 
be made more rapidly. What will they ensure ? The division 
of labour on international lines, the advantages of which have so 
long been vaunted by free-traders, but which cannot be obtained 
by . diplomatic negotiation, will at last be brouglit about by 
co-operation among i)roducers.” International cartels ‘‘ will be 
able to decree that any factory or workshop which, on account of its 
geographical situationor inadequate equipment, is incapable of pro- 
duction at a low cost, shall be closed down on payment of reasonable 
compensation to its owner.” Thus ‘‘ protection will be rendered 
harmless by international co-operation.” This at first seems to 
suppose the establishment of the conditions which would exist in 
the absence of tariffs. But the essential feature is the allotment 
of markets; “ they will .successfully allot markets among them- 
selves, fixing the shares of the industry in each country.” Much 
international traffic will by this rationalisation become needless ; 
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“ it will not he ])os.si})le to avoid all crossing of frontiers,'’ l)ut “ the 
cartelled producers might create a central fund, v. Inch would 
refund to exporters the cost of freight and customs on all inter- 
national consignments authorised by the cartel.” The ijcague of 
Nations would have the function of dealing witli abuses of power. 
This means a continental, ratlier than an international cartel ; 
apart from the administrative scheme, whiih may be taken as 
indicative of the kind of thing in view, the question is of tariffs. 
Do they cease to be barriers if (a) as a result of them national 
markets are locked up, and (b) they still remain levied on the 
trade which goes ? Considering the great differences in the size 
of European nations, why is it the iniernational tratlic that it is 
“ rational ” to reduce to a minimum — except that tariffs compel 
the proposal to take this form ? How, for instance, would the 
Austrian position be thus “ rationalised ” ? 

In Dr. Wiedenfeld’s impartial and careful i\Iemorandum, 
no such great claims are made for cartels, and he perceives 
the difficulties of their extension beyond the area of business 
patriotism. Most cartels are still loosely constructed, and it is 
premature to hope for stability of policy on any wide si*ale. Hut 
he thinks something can be done to correct certain instabilities, 
cs])ecially those connected with dumping. Quite a mild form of 
agreement might be framed so as to deal with excesses in this 
direction, but Dr. Wicdenfeld repeats Dr. Grossman when he 
says that “in all j)roducing countries, a protective duty on 
articles controlled by an international cartel is losing its rai'^on 
And where Dr. Grossman’s w'ord is “ harmless,” and 
Dr. Wiedenf eld’s (in effect) “ useless,” Dr. Liefmann’s is “ super- 
lluous.” “ A market-cartel,” he says, works more exclusively 
than a tariff.” One is tempted to stress this point, in view of the 
nature of the claims made for international cartels, in spite of the 
fact that such distinguished writers have so frankly anticipated the 
objection by admitt ing it. No one can read I he papers in relation 
to each other without feeling that the anticipation of this broad 
objection has not disarmed it. The position with which we are 
left is not easy to understand. 

Dr. Liefmann at once qualifies the admission by his statement 
that international cartels are transitory, and legally insecure, so 
that the intensification of tariff’s will not be lasting. Further, ho 
points out that there will be non-adhereiits, so that there will 
«till bo raison d'etre for the tariff. And, finally, that “ when 
international cartels arc in prospect, the tendency toward protec- 
tion can be intensified, in order to create as strong a bargaining 
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position as possible.” Now this obviously applies also to the 
renewal of cartel agreements already running. This is admitted, 
more or less casually, by the other apologists. Again, in reference 
to the claims of rationalisation by cartels, all this tangle is very 
confusing. 

It is also an important consideration that the producers in a 
single international cartel arc unlikely to be able to bargain the 
tarilf rates on their own products alone. The entire tariff is the 
national bargaining instrument. The rate on one thing is 

bargained against those on other things. If ])rivate arrangements 
are to lead to reduction of duties, relations between international 
cartels would scorn to be necessary, in order to prepare a 

programme nationally acceptable. 

A single cartel miglit, however, agree on anti-dumping 

arrangejnciits. This is the aim which Liefmann has mainly in 

mind. Tli(‘ order of causation, he says, is : tariffs and domestic 
cartels international dumping - international cartels — duin{)ing 
in third markets — higher tariffs in these markets— new producers 
therein -general over-production international output-cartels. 
But these last have great difticulties. So the most that can 1)C 
hoped for is some restriction on dumping, which is the chief 
“ falsification of the world-market.” If this can ])c carried out, 
home prices may fall somc^vhat, as foreign losses arc reduced. 
His matter-of-fact analysis, full of intricate give and take, seems 
to result in letting the whole matter work out somehow its own 
.solution. 

Hr. Ertl holds that anti-cartel legislation must fail, because it 
is hopeless to define unfair price.s. Ho repeats the view that 
international cartels “will make practically invalid (Histoms 
harriers and numerous otiier obstacles,” while stating later that 
‘‘ a cartel is the only way of defending the home market against 
the inroads of foreign competition,” and that in regard to exports 
“ a cartel may prove the only way along which certain markets 
can be secured and the manifold customs, obstacles, and restrictions 
can be surmounted, which arc still in existence.” This is all very 
obscure. How is a market secured except by restrictions, l.e, 
obstacles ? At In^me, he draws a parallel between the policy of 
laying still the less x>roductive works, and the unemployment 
benefits of workmen. He says it is a saving of the nation’s 
capital if prices are raised so as to keep the unremunerative works 
in being ; but also that, since a cartel “ does not ruin factories, 
but lays them still,” and the owner is allowed “ a permanent 
share in the j^rofit of the remaining enterprises,” therefore a 



1927] 


RECENT PAPERS ON CARTELS 


253 


cartel “ saves portions of the national wealth which otherwise 
would be lost beyond recovery.” Writing as Assistant-Secretary 
to the Vienna Chamber of Commerce, he thinks that Austria may 
find a remedy for impoverishment if progress in economic under- 
standing removes private prejudices against cartels, against 
which she has no effective legislation. 

Mr. Delaisi has a new idea, (/artels of producers alone will 
become an oligarchy, more dangerous if they are international. 
His remedy is a tripartite organisation, immediate consumers and 
employees being summoned into the price-fi.King deliberations of 
the producers. And if the.se three interests should only conspire 
to hold prices too high, the wholesalers “ will not be slow in 
reporting that the (final) consumer is limiting his purchases.” 
There will be a reaction, ” the latter c.artels recalling the first to 
moderation.” The producers of rolled steel wnll be in the 
deliberations of the raAV steel cartel, and will in turn summon to 
their deliberations, besides their own em])loyees, the producers of 
machinery, (/ertain eomj)ulsory cartels in Cfcrmany have a 
measure of public control ; but as a rule, producers of A products 
have summoned those of B products to their deliberations by 
buying them up. and forming a vertical system in addition to the 
horizontal system. This has not safeguarded the final consumer, 
whoso reaction by refusing to buy, as Mr. Delaisi puts it, is simply 
the wdiolo problem over again. 

Professor do Rousiers, apart from an historical sketch, offers 
{() the debate only some very general thoughts on agreements, 
lie rightly points out that there could be international agree- 
ments w ithout tariffs. But the existing cpiestion is, wheth(*r such 
agreements will intensify or lessen the barriers to trade. He 
does not handle this ])roblcm. He holds that all contracts 
limit the scope of the contractors, but are nevertheless examples of 
commercial freedom. ” The engineering firm wiiiiii accepts a 
large order sufficient to keep its works busy for a given period 
thereby relinquishes its freedom to accept other orders during 
that period.” But, surely, it is something else with wiiich the 
debate is concerned. Law ful agreements he defines as those which 
make for stability, which are public, permanent, and independent 
of the official authorities. All this raises, without settling, 
questions. 

One is left with the impression that, as soon as we go beyond 
cartels of conditions, and consider cartels of restriction, there is a 
conflict betw'een two ideas of rationalisation. Protection i.s 
quite independently defended as a form of applying this principle. 

No. 140. — VOL. XXXVII. s 
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8() that tho ideal of the New Rationalisation can only he urged 
subject to certain assumptions ; or, is brought in on a certain level 
of the plan, and not at the fundament. Its defence, then, makes 
play with the claim that tarilTs will be “ unnecessary,” a word well 
designed, until it is scrutinised, to soothe both Protectionists and 
Free-Traders. If tarill* ])ol'cy had hitherto been known as 
“ restriction of foi’eign trade,” and the word “ rrotcction ” had 
be(‘ii recently substituted as one of more positive and purposeful 
eounotation, then we would have a fair jiarallel to the change 
whifh has turned tlie [irc-war problem of ” monopolist organisa- 
tion ” into a form of “ rationalisation.” 

I). H. i\rACGllEUOIi 
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The National Income, 1024. By A. Bovvlev, 8c. D., and Sm 
dosiAir Stamp, Q.B.E., Sc.R. (Clarendon Press, Oxford. 
1027. Crown Svo. Pp. 59. 3,s*. 6d. net.) 

For an account of the National Income we may seek the answer 
to cither of two questions : What do we receive i or What do we 
spend ? If we include savings with spendings the two roads of 
approach should lead us to the same end. ddic former line of 
inquiry was adopted by Or. Bowley in his estimate of our National 
Income for 1911, and the monograph now issued follows in the 
main the same method. An interesting estimate of the total to 
be reached by the latter method forms part of the material 
reviewed in testing the conclusions reached. It is, of course, 
based on assumed average rates of price increase for the main 
s(‘ctions of goods and services wliich form the equivalent of the 
part of income which is spent. Wheth(‘r a more definite estimate 
of these price clianges will result from a survey of the results of 
the Census of Production for 1924 is a question, the answer to 
which must await the completion of the publication of those 
results. In the meantime it would be rash to challenge any such 
carefully considered estimate as that given by the authors of the 
monograph before us. We note, by the way, that in their 
references to the First Census of Production the authors have 
relied on treacherous memories, and in referring to 190() (Intro- 
duction, p. 9) and 1900-7 (p. 55), they may have recalled the date 
of the Act of Parliament without remembering that the Cc'usus 
related to a period not begun when the Act was passed. 

Til their general conclusions as to the proportion between the 
National Income of 1911 and that of 1924, it is unlikely that the 
authors will find reason for very serious correction as fuller 
information becomes available. That some minor adjustments 
may be necessary is illustrated by the fact that the figure of 
£2,310 millions given in the 1924-25 Report of the Commissioners 
of Inland Revenue as the estimated “ Actual Tncome,” corre- 
sponding to the Gross Income for 1924-25 brought under review, 
is replaced in the Report for the following year by £2,400 millions. 
As it would appear, on the authority of the authors (p. 16), which 
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on this point is certainly authoritative, that the income for 1924 
will correspond best to the assessments of 1925-26, it will be 
necessary to wait for the Report for 1926-27 to ascertain whether 
the estimate of £2,375 millions for 1925-26 given in the 1925-26 
Report needs adjustment, and to what extent, consequently, the 
calculations of our authors, based on £2,310 millions, may have 
to be modified. Among the Income Tax data used, the derivation 
of the figure of £1,110 millions for Schedule D from Table 66 in 
the 1924-25 Report (ef. p. 16) requires to be explained, since some 
information not contained in that table, or in the corresponding 
table of the more recent Report, appears to be necessary for that 
purpose. 

Special inquiries have served for a fresh estimate of the 
income of the group of persons, diminished in numbers since 1911, 
who are neither wage-earners nor in enjoyment of an income above 
the minimum subjt'ct to tax. Other special information, either 
furnished to the Colwyn (Vnninittee or derived from sources not 
readily accessible to ordinary readers of the pampJilct, has placed 
its authors in a position more favourable in some respects for 
ensuring reliable results than that of Dr. Rowley when his earlier 
estimate was in course of construction. 

The results, so far as published when the pamphlet was 
prepared, of the Wages Inquiry relating to 1921 have ])rovided 
niattTial of great value for the purposes of calculating the income 
of the wage-earners. It appears that tlie numbers in the several 
industries, or rather their changes, were “ estimated by a very 
detailed study of the occupation statistics in the censuses ” (p. 32). 
As the wage averages for 1924 relate to all occupations in the 
several industries, it may be that the grouping of occupations will 
not furnish numbers suitable for association with those averages. 
Only a very laborious calculation could determine whether the 
aggregate wages income tor 1924 of £1,600 millions, resulting from 
the authors’ calculations, would be alTected by the substitution 
of industrial aggregates for figures deriv'ed from occupational 
classifications. 

One point of some interest in connection with the wage 
aggregate is the £40 millions ineliuhal in it in respect of the wages 
of soldiers and sailors abroad. In the remarkably useful com- 
parative statements on pp. 46-7, no part of the earned income is 
shown as derived from abroad, and the income shown under 
“ Unearned income ” as “ From abroad ” appears to relate 
entirely to the yield of invested capital. At least a considerable 
part of the £40 millions must be derived from sources outside this 



1927] CLAPHAM : AN ECONOMIC HISTORY OF MODERN BRITAIN 257 


country, and it is included as a whole in the disposable income in 
Great Britain and Northern Ireland, so that the usual care in 
distinguishing different categories would appear to have failed in 
respect of this item. 

Everyone who wishes to discuss any problem relating to the 
aggregate income of the country should study with care the final 
chapter in which occur tin; tables just referred to. The differences 
between taxable income and social income in pai'ticular need to 
be borne in mind, and the relation of earned to unearned, of income 
originating at home and income from abroad, of the income of 
persons and that of corporations are all matters in which both the 
definitions and the arithmetical results of the authors will be found 
of the highest imj)ortance. 'flu^ conclusion that ‘‘ tlie real home- 
•jmoduced income per head (when dnplicallon is eliminated) u'as very 
nearly the same in 1911 awd 1924 ” (p. 56) is among these important 
results. Whether it wall be disturbed by the results of the 
(^ensus of Production remains to be seen, but in any case it 
appears unlikely that the conclusion will be varied that wages 
represented fully as large a percentage of the total income in 1924 
as ill 1911. 

A. W. Flux 

An Economic History of Modern Britain : The Early Raihvay Age, 
1820-1850. By J. H. ClaI’UAM. (Cambridge University 
Press. 1920. Pp. xviii -I- 623. 25.s‘. not.) 

Readkiis of the surveys of the economic history of mod(a*n 
England must often have thought, and some indeed have expressed 
the view^ that many eommon generalisations require qualificaition ; 
that the authors ought at least to have attempted to put their 
statements to the test both quantitatively and regionally. They 
may have thought — or even said — this ; Imt for the most part they 
have allowed the matter to rest there. Not so Dr. Clapham. lie 
has for some years been testing statements and analysing evidence 
with characteristic thoroughness. Reports of commissions and 
select committees, census returns and other oHicial documents 
have been carefully sifted always with the questions “ How many ” 
and “ Where ” before his mind. Now he has given us the (irst 
instalment of An Economic History of (Ireat Britain, a w'ork whi(’h 
he proposes to continue in a further two volumes. The point of 
departure, as far as one can be taken in economic history, is the 
year 1820. The present volume is divided into two parts, the 
hrst being a survey of Britain on the eve of the raihvay age, and the 
second an account of the early railway age itself. The first part 
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is considerably longer than the second and soineliow distinctly 
more attractive. 

The writer of eeonomie history has to choose b(^tween dealing 
with his sn))j('ct chronologically or topically. Chronological 
treatment assumes a unity of the subject which must involve 
some view of the underlying causes of economic development. 
The division into sections — agriculture, industry, commerce and 
linanee — does not go beyond the postulate that these matters fall 
witliin the limits of any definition of eeonomie history. There is 
no question of an economic interpolation of history as a whole. 
Dr. ('laj)ham here, as in his KconowU' De-elopmcnl of France and 
^hninanif, adopts the second method, dividing the subject-matter 
into sections moo* or less eoiiiplete in th(‘mselves. It has the 
enormous advantage that the exhaustive treatment of a single 
prohlem can be undertaken; but it demands constant cross 
o'ference, if the relations of problems to one another are to bo 
kept clearly in mind. Railway speculation cannot be dealt with 
apart from the organisation of the money market or agricultural 
wages without refeo'nce to the Door J.aw. As to the scope of 
economic history. Dr. (li})ham makes no pronouncement, c.vcept 
per)ia}).s incidentally, when he says. *• 'Phe story of the movi'inent 
[/.c. tile ( 'hart ist movement] is f<»r the .social and [lolitical historian. 
The economist watches its How and ebb witli the vicissitudes of 
harvests, overseas trade, and railway building . . .” (p. 5St), 
assuming the role of impartial spectator whieii some are vi'ry 
insistent that he should abandon. Economic history thus 
becomes a mine of information in which those who wish to main- 
tain a thesis may lind facts but th(‘y must supply their own 
theories. Dr. Clapham him.self ha.s no pati(‘nc(^ with hasty 
generalisation, however brilliant; he warns us against “ historians 
wlio neglect quantities” (p. or)) and hi.storians who “are not 
always well acquainted with contemporary England ” (p. 454). 

One of the most notable features of the book is its comjire- 
hensivom'ss. The author has taken Great Britain as his area, and 
he has kept the north of England. W'ales and Scotland in view 
throughout, thereby nece.s.sarily correcting current impression.s 
>\'hich arc largely based on confining attention to ilu* Midland and 
the southern counties. He points out that if tlu^ increase of 
population in England and Wales was due to the granting of 
allowances to the able-bodied, some c.xplanation must be found 
for the similar growth of population in Scotland, where there was 
no allowance system (p. 54). The section.s dealing with the 
Scottish Poor Law are particularly well done; Dr. Chalmers, 
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altJioiigh he dominated ojhnion in Scotland and is still 
referred to with deference, does not impose on J)r. Clapliam. lie 
might have mentioned that full conliimalion of liis misgivings 
about the condition of the poor in the slums of Kdinburgh and 
Glasgow (p. 307) can be found in VV. P. Alison’s Ob^^erration-'^ (l^ 10), 
and a footnote might have been added to the elfeet that the late 
Pj'ofessor \V. Smart’s Manorandam. on Iha Uislonj of the Scol,s I\x)r 
Law prior to IS 15 (Pi.e})ort of Jtoyal Gommission on Poor Law, 
Vol. XXXVTIl., P.)09) is much the best account. Dr. Gla])ham is 
also rewarded for making his treatment c<miprehensiv(^ by being 
able to show tliat enclosure and improvement aie not —as is so 
often assumed — necc'ssarily associated (p. 137). In Scotland and 
Wales — and ind('(‘d in pa?'t.s of England - (‘iielosurc was (pnt(* 
eom])atible with primitive methods of cultivation. 

It is a ddlicult task to catcli Dr. ('lapham nodding his 
])rint(Ts, to ^vhom he juiys a very welhdcservi'd tiibutc in the 
Preface. For a book of siieh a wide scope and vast detail it is a 
monument of accurab; scholarship. At the most a I’cviewer can 
only suggest an amendment here and an addition tluut*. On 
p. 501) there is an awkward para))hras(‘ of a well-known passage 
from Defoe placed in iuverttal commas and given as a di'hnite 
quotation. It is twice suggc.-t('d (j)p. 3 U/l and 353 /n) that 
Robert Owen may have borrowed his idea of liis ’ villages of 
co-operation from Pentham. 'rh(‘ aHiliation of the ideas of 
Robert Ovvam is a dinicult question ; but the fact that he re])rinted 
.John Bellers' Projmal'^ for rai'dnoj a Pollnjc of Industri/ of all 
iu^(f(il Iradc'f and hnshandr^f (1005) in llie course of his campaign 
suggc'^ts another sonrc(’ for his plan, 'there is a statiuncnt (j). 3!)1)) 
that the Xortli Staffordshire Railway (.’omj)any . . . managed a 
railway and waterway . . . to the satisfaction r)f the country of 
the Fiv(‘ 'towns for over eighty years." ' Isatisfaction ” siaans 
much too strong, 'ti-adcrs and manufacturers long caunplaincd 
of what they considered to be (‘.\c('ssiv(' charg(\s by the Gompany. 
During the war evidciua^ was submilttal to the Iron and Ste<‘l 
Industries Gommitt(‘c to the ctfeet that the (.’ompany had allowed 
the canal to fall with disrepair, and it was sugg(‘st(‘d that in the 
interests of the area the railway shoidd be merg(‘d in r)n(' of the 
larger systems, '.rhe opinion which lA)rd ({(‘orge Ikaitinck 
ascribed to Ganning. that the poor laws saved England fiom 
Revolution (p. 351). might be r(‘inforced l)y the quotation of 3. R. 
McGulloch’s view in his Prinriplrs of Void leal Eeononnj {1^'25), 
that “ without it (/.c. the Poor Law) the peace of society could 
iiut be preserved for any considerable period.” 
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All subsequent writers will have to take Dr. Clapham’s work 
into consideration. When they speak of “ the disappearance of 
the yeomanry ” they will have to define “ yeomanry ” and 
distinguish the senses in which contemporaries employed the term. 
They will also have to be chary about the use of the word 
“ disappearance ” in view of the evidence here adduced from the 
census of 1831 (p. 113). More definite limits to the prevalence 
of the ‘‘ Spcenhaniland ” system than the general statement 
that it was found in all countries in England and Wales except 
Northumberland and Durham will have to be given. The 
examination of the answers to the questionnaire circulated to 
poor law authorities by a parliamentary committee in 1824 
(pp. 123-4) enables Dr. (3apham to draw some important 
distinctions between methods of relief of the able-bodied. 
Figures of movements in prices and wages also destroy the 
widespread impression that until the middle 'forties the condition 
of the w’orking classes was one of “ increasing misery.” The 
argument that the Corn Laws w'ore limiting the oveiseas markets 
for Britisli manufactures is shown, while theoretically sound, to 
have been of no particular relevance in the period (pp. 47()-71)). 
But it is impossible to notice all the points where this book demands 
some revision of accepted views. It is greatly to the author's 
credit tliat he does not waste time in using his material to score; 
point.s at the exj)ense of his predecessors. He is more interested 
in establishing the truth, where evidence can be found, than in 
carrying on a controversy. This book by its very thoroughness 
ensures a more precise treatment of the economic history of the 
first part of the nineteenth century, and it is to be hoped that 
Dr. Clapham will be able to complete Jiis project within the next 
few vears. 

J. F. Kkes 

The Universitij, 

Birmingham, 

The Economic Background of the Gospeh. By Frederick C. 
Grant. (Oxford University Press. 1920. Pp. 152. 
Is. net.) 

The. Christian Ethic as an Economic Factor. By Sir Josiaii 
Stamp. (London ; The Epworth Press. 1920. Pp. 100. 
2s. net.) 

These two books, with their calm, cogent reasoning, are, 
together, an opportune and weighty contribution to a present 
prominent debate. As we understand them they reinforce one 
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another. The moral conveyed is similar if not identical. For 
the comparatively unknown, but competent and informed, 
American scholar and the English publicist, who, with the rare 
dual experience of great affairs gained from high status in the 
Civil Service and responsible administration of large business 
enterprise, coupled with conspicuous general ability and a 
trained special aptitude for the handling of statistics, commands 
the ear of our own Press, arc sympathetic rather than hostile 
to those whom nevertheless they would admonish. They would, 
warning them away from pitfalls or morasses, and eauti()ning 
them against seductive but misleading “ will-of-the-wisps,” set 
them on the right road towards the common goal at which they 
aim. It is true that Sir Josiah, delivering the first lecture for 
the Social Service Trust, may seem at times to feel a disquieting 
qualm that his audience, expecting him to bless, will deem him 
more apt, or at any rate more busy at this juncture, at the opposite 
procedure; and, correspondingly. Dr. Grant lays his stress on 
negative rather than allirmaiive conclusions that, resting on 
established record or buttressed by legitimate conjecture, counter, 
or do not support, some conceptions fondly clierished now i!\ 
the w^arm hearts of those who might indignantly disown the 
reproach of the poss(‘ssion of cool heads. Still, readers of the 
PcoNOMfC dorRNAL from a detached position will allow that 
the books furnish a forcible and timely commentary on current 
talk confusing Christianity with Socialism. 

In this review w'c shall summarise their contents, with the 
hope that the originals will be consulted. Dr Grant, starting 
with an investigation of historical antecedents and sketching in 
outline the Persian and Greek periods, the times of the Maccabean 
kings, and that of Herod and the first century a.d. in his opening 
chapter, comes in his second to a close, full survey of the actual 
(‘conomic condition of Palestine, with reference to the land, to 
labour, trade, finance and population, and, specially, to the 
heavy taxation of the Government, imposing a burden that 
v\ith the added incumbrance of religious dues was a crushing 
weight on comparatively poor resources, ami then in his third 
and final chapter he is enabled thus to draw an impressive picture 
of the ‘‘economic background” of the Gospels, ('xhibiting in 
the strong light cast thereby the deep significance of some typical 
utterances of Christ. From an earlier state which, by contrast, 
was easier and more prosperous he shows that coincidently with 
the coming and teaching of Christ, an “ increasing tension ” was 
produced by excessive numbers in the cities, and by a ' declining 
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j)r()(luctivity of tlic Roil,” climatic ” and ‘‘ geologic ” in origin, 
uhicli " InniKin ingenuity *’ could not “ circumvent”; and this 
awkwai'd conjmicluic was aggravated by '* twofold taxation, 
civil and redigious, beyond the powers of utmost thrift to sustain.” 
W’liat wonder, then, if “ ])re-Cdirislian Jewish Messianism ” rested 
on the disappoinictl hopes of a buoyantly optimistic nation ” ? 
It was not surprising that the one outlook ” should be “ national 
autonomy following liheration from the hated yoke of foreign 
sovmeignty.” It was jjrobable. if not inevitable, that a soil 
renewed in fertility.” a '* new and divinely ordered ” in place of 
the old. uncomfortably overcrowded ” Jerusalem, and a 
“ lighteous kii]g of their own ” eontemt with the “ free oiferings 
of his ha})[)y peo[)le ” should constitute the “ popular Utopian 
expeelation,” (jut of which arose the ** vision” of a Kingdom 
of (h)d ” with a “ heavenly Messiah ” who, ending tin* present 
onler and holding the “ J^ast .Judgment,” would “ inaugurate 
the age to come.” The ** eonditions scantily relleeted ” in the 
Syno})tie Uospels. and in ” sections ” of the fourth Gospel, and 
in the Ac ts and the Kpistle of Janu's, were, the autlior of this 
suggestive* thesis argues, those relleeted also by earlier and con- 
temporary .Jewish literature. Ibit nevertheless, he maintains, 
./(‘SUM, faced with tliis economic impasse and these popular 
sanguine hope's, exhibited “ little* eoncern ” for the " immc'diate 
politi(‘al future.” and, in fact, as an illustrative example, the 
*■ twofold taxation ” did not rouse in liiin ' furious resentment.” 
lie* counselled no revision of tlie processes of industry or trade, 
and he u;is a "‘social revolutionist” in the broad sense alone, 
that the ** ('Uiieal principles” which he advanced would he 
'■ revolutionary in their ultimate eflVcts u[)on society.” It was 
not *■ ameliorative* alteration of the structure or machiuory of 
the social order or its existing institutions,” but a complete 
rc'vision of human standards ” and the ” whole-hearted adoption 
of new principles of living ” at which ho lixed his aim and directed 
the full stream of his exhortation. 

Such are the pith and marrow of this convincing essay. No 
doubt the significance of injunction.s to render to Ca*sar what 
uas due had been brought out before, and the spiritual import 
ej’ Ghrist's teaching discerned by authoritative expositors. Jbit 
Dr. Grant’s addition seems to us considerable and pertinent 
owing to the strong relief given by his fresh setting and full 
presentation of the economic background.” So far as we can 
judge lie has approached, examined and interpreted the evidence 
available in a scholarly temper and demeanour, anxious to get 
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and sift the truth ; and wc are sure that tlio vast niajority of 
those who hear the Gospels read in church or ehai)el or elsewhere, 
and not a few ardent Christian Socialists of our time, have from 
the outset been almost wliolly ignorant, and remain still passively 
unconscious, of the actual environment of economic circumstance 
in which Christ lived and spoke. Dr. Grant himself observes 
that he has singled out ” facts possessing a “ signilicanco easily 
overlooked by the casual reader and even by tlu^ student unless 
particular attention has been directed ” to tbem. And, for our 
present purpose, his a(;(!Ount, suppkunenting a fortiori souk; 
previous recognition, corroborates the moral to be drawn from 
Sir Josiah Stamp’s searching outlook on the problem as it appears 
to-day. In that luminous review lie “ touches " ‘‘ fundamental 
issues of a general character” ‘“overlooked” or “maltreated 
by most exponents of the Cliristian ethic in their attitude to 
daily alTairs.” ” Many earnest minds,” he says, “ are at sea,” 
” without rudder or compass,” misdirecting their ell’orts, or 
working energetically to useless purpose when so much awaits 
them which would amply repay their thouglit in practical achieve' 
merit.” For, ho argues, the ** injunction that Christian principles 
must be made to prevail in industrial and social life ” raises 
“ certain presumptions without duly weighing them,” and 
” speeches, conferences and handbooks ” accejit or advance 
“ assumptions ” without “ testing them.” A “ tendency ” is 
thus created to “ ignore ” fundamental considerations,” to which 
he would recall his hearers. 

The kernel of his argumeni may he found in the classillcation 
of *• economic factors” on p. 21. They are there divided into 
‘‘ natural,” ” social ” and “ human.” Fuder the first heading 
come the land, the seas, and climatic conditions. I'ho second 
division comprehends (o) constitutional systems, (/>) code^ of 
law, (c) fixed customs and religious sanctions, (d) ‘‘ gregarious- 
ness ” finding exprcs.sion in associations, unions, societic.s and 
opportunities for collective action, and th(^ contrary “ desire 
for privacy,” and (c) accumulations of savings in the past, 
factories and [dants. In the third, last class are (1) physical 
necessities and differences; (2) family life, domestic alfiTtion, 
love of home or ehange; (3) motives to w’ork, to consume, to 
save, motives of emulation, vanity, self-sacrilice, and (1) ability 
to discover and organise. Taking these factors, noting how 
differently they are compounded, and what change in them 
would imply in the enunciation of economic principles, he points 
out that ” large number ” are “ quite insusceptible or im- 
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pervious to change under the influence of the Christian ethic.’* 
Tlie w hole of the first group and the important category of the 
aecuinulations of savings in the past in the second are “ quite 
unchangeable.” “ Slowly and over long periods ” ethical con- 
siderations can change the other four categories in the second 
grouj). In connection with the third he is careful to discriminate 
the manner and degree in which change can or cannot be thus 
brought about. Many shrewd, if not very encouraging, hints 
are thrown out by the way, and the conclusions arc reached that 
the extent to which an economic principle can be modified hinges 
on the relative importance of the human motive factor,” and 
in general must be the result of change in the average, not merely 
in the individual, .standard, and that the effect may work out by 
increased out])iit, by slight modification of the distribution of 
wealth, by allei ing tlie feeling with which that is regarded, or by 
preventing uiulue advantage accruing to one section “ in a kc}' 
position ” at a time of transition or disturbance. 

A test case may be given in his judicial handling of the common 
indictment of society advanced b}^ Christian teachers, preacliers 
and reformers in a plea for the “ (‘cotiomic betterment ” of the 
“ average man.” Preliminary ambiguity arises from relativity 
of standards of right livelihood in point of time atid place. But, 
leaving behind this shifting gauge, statistics, which permit of 
no avoidance or escape, that the “ economic millennium 

does not lie along the line of redistribution and equalising of th(? 
present total ” in this country at the present moment. In brutal 
naked truth “ there is not enough to go round.” You arc there- 
fore driven to the conclusion that ethical factors, to be of real 
avail, must increase output; «and here, wdiile there may be 
abundant po.ssibility, the di.scernmcnt of the proper point at 
w'hich to influence and change economic tendencies by the 
motive factor is a ” matter of fine discrimination and very close 
and hard work.” Sir »Josiah, for example, negatively draws our 
notice to such neglected considerations as the consequences of 
“ free demand as a central factor of modern life,” where people 
who cannot possibly know each other exchange their products. 
And, aflirmatively, he reaches the decision that the “ greatest 
work of the Christian ethic is the slow ” — perhaps, he allows, it 
will he deemed the ” timid and prosaic ” — process of ” individual 
character building.” “ Only by a general raising of human 
sentiment to deepen spiritual quality and to carry it over a wider 
field can the factor of human motives and mutual trust be 
sufliciently changed to have an economic result,” 
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This measured issue of the survey of the present is much the 
same as the outcome of Dr. Grant’s historical exploration, when 
he declares that Christ, being no social revolutionary, launched 
no immediate programme of reform. But wliolesome correctives 
as they may be of misty, hasty thought and loose, superficial 
knowledge, they will not, we fear, be very welcome in the circles 
they might advantageously instruct. They are too cold a douche 
of stern logic and hard fact for those who prefer tlie hot vaj^our 
of denunciatory enthusiasm. Th(‘ intervention recently of some 
bishops and others in the coal dispute, whei’c it is now agreed 
with tolerable, if unfortunately posthumous, unanimity that the 
miners, or their leaders, were “ lighting against inexorable 
economic force,” can scarcely 1)C regarded as a favoura))le omen. 
It remains, however, for impartial students and wise statesmen 
to appraise the solid worth of the reasoned statements of the 
case contained in these two noteworthy books. 

L. L. L*kick 

The Tables Turned — a l.ecfurc. and Dialoijnc on Adatn Smith and 
the Classical Eco 7 }omisf,s. By .1. Bo nab. (London : P. S. 
King Son. 1026. Pp. vi -| 52. 2.s*. net.) 

This lecture — one of seven at the London School of Economics 
commemorating the hundred and fiftieth auiiiversary of the 
Wealth of A at ions- curtailed on delivery,” is here given at 
full length, and the numerous references su].>plied. The pro- 
found, largo erudition of tlu* lecturer, illustratc'd in this as in all 
the scholarly products (;f his exact, industrious pen by |)unctilious 
citing of eha])tcr and page, makes thus a welcome addition to the 
tribute due, as often as occasion olTers, to Adam Smitli. Although 
Dr. Bonar contrives dexterously to show, with apt unconven- 
tionality, in the ” dialogue," which he modestly calls the ‘‘ less 
heavy,” but which we sliould sans pht'ase term the “ light,” half 
of the discourse, “ in what a changed world we live since the 
days of the Great Pounder,’’ he does not fail to exhibit there 
a living portrait of the shrewd, determined {Scot as the keen 
advocate he was in truth, stubbornly tenacious in holding his 
own ground and no less eager and adroit in getting behind the 
armour of his enemies by otfensive thrust. ’Fhe patent defect 
of his high quality was that he was the last perhaps to “ suffer 
fools gladly ” and was too obviously ready to impute knavery 
as wtII to those with whom he disagreed. Tf there be a taint 
or blemish in Dr. Bonar’s vivid presentation it is, as wc judge. 
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that the evangelical fervour of conviction in the “ gospel ” of 
Free Trade, of wliieh he makes no secret, intrudes into a picture 
where varying shades and divers colours of criticism and objection 
have bc(‘n justly disjjosed and faithfully laid in. None the less 
we should, disowning for oursclve.s so strait a creed, cordially 
subscribe to the “ prop(‘r i-espect ” enjoined by the quotation 
on the title-page. For shining and enduring merits outweigh, 
in the scales of immortality, any dimming or detracting faults 
due to passing circumstance or human frailty ; and, if we may bo 
so presiimf)tuous. we could pardon much in gratitude for the 
direct, ])]ain, easy sj)ecch and homely, pertinent illustration, 
hap])ily Iumt reproduced, that contrast with the intertwined 
dialectic, hard teclinique and esoteric phraseology favoured, 
with unfortunate consequences as we believe, by some later 
expositors, and, as we also think, too strongly current in influential 
coteries to-day. 

The present lecturer's apjweciation. implicitly conveyed 
l)erhaps ratlier than positively (h'clared, in the earlier part of 
his discourse, commands our admiration and approval. With 
exhaustive assiduity he pursues the eluding import of the epithet 
classical " through many dilferent significations given by 
orthodoxy " and dissenters. Among them, it should be noted, 
is the severe cxclusivTiie.'^s of .Marshall’s interesting dictum, 
which would rule out J, S. Mill because he was not “ architectonic ’’ 
in matter or form, though it would, wo feed, include Marsludl 
himself perhaps alone of the writers of our time; curiously 
(‘iiougli. we venlui'c* to pronounce, for ])artial rather than com- 
plete achievement of “ architectonic ” building, or reconstruction. 
His design and purpose, like his mental equi[)ment, w('re such, if, 
as Mr. K(‘yn('s has hinted, he was weak rath(‘r than strong in 
actual execution. Having, however, no doubt at all that the 
Wealih of Nations is a “ elassic/' we are also certain that it has 
got wdiat we consider to be the yet more lasting and more raic 
repute f)f being recognistal as a popular classic.” For Adam 
kSmith can be. and has been, understood, so as to be accepUd 
or denied, by men and wonum of the w'orld at large, downwards 
in rank and (lat(^ froin statesmen like the younger Fitt, who 
boasted, with open ])ride, to be a pupil ” This i.s the addemlum 
w'e shonkl offer to Dr. Bomir’s illuminating apergu, which is, as 
he doubtless intended, of the pattern and quality fit for an 
adflress to students by a scholar. As such we could bestow no 
higher or more genuine praise than to declare that by its width 
of knowledge and the line standard of its judgment, its stimulus 
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and suggcstivcncss, and its abundance of recondite and appro- 
priate allusion, it is worthy of the theme and of the oc(^asion. 
VVe are glad that in this more permanent form it should hence- 
forth take its place on the shelves of economic lil)rai’ies; for it 
is no negligible, and, differing from the lecturer, wc woidd add, 
no “ dry,” addition to economic bibliogr/iphy. 

L. L. PllK.E 

Imhu^fry and the Slalp. : a ('onscrraliva Vine. J5y Robert 
Booth B v, M.R., John de V. Loder, M.l*., IIaroib) Mao- 
MiLLAN, M.P., and the lion. Oi.iver SrANHEV, M.P. 
(London ; Macmillan & CV). 1927. Pp. viii 1 2()9. (is. net.) 

The relations of the State to industry are always a. subjc'ct of 
so much acute controversy and dogmatic assertion that any well- 
considered attempt to re-examine their bases from a standpoint 
which combines the merits of various schools of thought will be 
of great value. The outstanding example of this is the chapter 
in Mill's Princlplas, " Of the CJroimds and Limits of the Laissez- 
Paire or Non-lnterhacaice ITincipIe.” 

The present book recalls Mill's discussion of authoril alive and 
unauthoritative interferences in the authors’ distinction bi'twcen 
the “ 0 [)portumties and the “ obligations *’ of government. 
Tor the op[)ortunities, like the unauthoritative interferences, 
cover such >State action as provision of information and research 
which will assist and promote industry, witliout delinitely inter- 
fering with it. The hook is frankly written from the standpoint 
of a ])rogiessive (’onser\ at ism, hut the ease throughout is stated 
with fairness and moderation, and emphasis is laid as much as 
possible on the general, ratlier than the [)urely ]K)lilic‘al, asi)eets of 
Conservatism, i'his is made clear in tlu^ int(‘n*sting discussion of 
principles in the General Introduction (pp. 1 -llh). 

The autliors bring out implicitly or explicitly .some im])ortant 
underlying principles. Tlu'v make it clear, for instance', that the 
relation of the State to industry lU'cd not “ lu'ce-ssjuily he one of 
interference in enterjuise.” They emphasise, indeed, the factor 
of risks in modern industry, which is one basis of their n'jc'ction of 
kSocialism ; but they are careful to show' the part that can be 
played by the Htate in assisting industrial and commercial 
development, and this is the object of the lirst main division of 
the book, ” The ()pj)ortunities of the State.” Tlu y propose, for 
instance, the de\"elopment of an Economic (ieneral StalT. 'Jhey 
evidently hope much from this towards reduction of industrial 
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fluctuations. They further discuss the application of national 
and local finance to assist development and, like many others, 
see greater danger to industry in high local rates than in high 
direct taxation. “ It will be better to tax profits which are 
actually made by a high rate of income tax instead of preventing 
the possibility of profits by high rates.” They reject the idea of 
a local income tax and propose to meet the difficulty by national 
financing and control of some .services at present largely local. 
There is also an interesting .section on Imperial Development. 

The second main part deals with the ” Obligations of the 
State.” The point is emphasised that ‘‘ the whole conduct of 
modern industry is governed for good or ill by statute,” that is, 
that the State is definitely connected with industry and must play 
its part, whether it will or not. Moreover, it is fully recognised 
that there is a large element of monopoly in modern indiustry, and 
that this involves a different attitude on the part of the State to 
that which would be ])roper to a fully competitive regime. This 
is worked out also in dealing with the commercial opportunities of 
the State, and the authors see much to hope for from the orderly 
developnicjit of the horizontal combine, as compared with the 
vertical, which, they argue, ” has been tried and on the whole 
found unsuccessfid.” They pro])osc also some stricter provisions 
for dealing with the more favourably placed “ monopoly ” trades, 
than for the less favourably situated “ competitive ” industrkN, 
the distinction largely corre.sponding to that betwc'on the sheltered 
and unsheltered trades of current controversy. Thus they suggt.‘st 
compulsory co-partJicrshi]) and what would amount nearly to 
compulsory arbitration in the former. The distinction is clearly 
worked out, and though o[)en to certain criticisms, is well wortli 
study. The authors’ aim is to secure recognition of the need of 
private enterprise and the enforcement of a high standard of 
duty in industry, and seek a system which shall combine ein})loyers 
and employed in the promotion of production, and give a wider 
measure of democratic control in industry. For this latter, in 
jxirticular, they hope for “ a ])roperty owning democracy.” and 
“ not the abolition of property, but its more generous extension,” 
which they hope to secure largely through their co-partners)iip 
proposals. In competitive industry they suggest the general 
establishment of developed Trade Boards with compulsory 
powers, to secure existing standards and their improvement, which 
shall in time develop t)ther functions of the Joint Industrial 
(.‘ouncil type. An interesting proposal is for trade tests to ensure 
efficiency. The authors’ discussion of the difliculties is interesting, 
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but they do not perhaps allow enough for the failure of many 
Joint Industrial Councils to fullil the hopes with which they were 
inaugurated, though the circumstances of 1920 may be more 
favourable than those of 1019 and the gi ant of compulsory powers 
may be helpful. The ])rotcction of the consumer — -since only a 
suspensive veto is given to the Ministry of Labour — is also a 
possible difficulty, but the authors hope that in practice the 
system will emphasise the interdependence of industries and 
create a sound public opinion. 

The book is instructive and suggestive and has also some 
interesting appendices. The authors havi' tried to cover wide 
ground in a small space, and thus in one or two places, notably 
the section on Currency and Credit, their treatment is somewhat 
elementary. They have rightly limited tlumiselvi's in certain 
directions and make a good case for excluding such subjects as 
education and social insurance. Jn view, however, of the 
important bearing of trade fluctuations on standards of living, 
the part that the States could take in mitigating them might well 
have been more fully treated. Again, in dealing with their 
proposed Economic Stall, they do not seem always to be. aware of 
what is already being done, like the work of the Census of Pro- 
duction, or the valuable periodical information, like the thirty- 
eight returns of the Board of Trade on industry and employment, 
which were published during the war. But, if in places they are 
open to particular comments, the authors have treated their 
subject ably and with fairness, and fully deserve careful study 
and a big public. 

X. B. Deaule 

Cyclical Flucimtions. By Simon S. Kuznets, Ph.D. (Adelphi 
Coy., New York. Pp. xv f 201.) 

Figures of the volume of wholesale and retail sales published 
by the Federal Reserve Board, admirable as they may be statistic- 
ally, have that about them which can only be described as repel- 
lent. Wc arc the more in debt to Dr. Kuznets for the work he 
has done in digesting them, in correcting them for seasonal and 
secular changes and presenting them in a form in which their 
bearing on cyclical fluctuations may bo examined. The figures 
with which he deals extend over a jieriod of some 67 months, 
covering the strongly-marked cycle whose revival dates may be 
taken to be April 1019 and August 1921, anti the minor cycle of 
1921-1924. 

Br. Kuznets deals first with fluctuations in the dollar volume 
No. 146.— VOL. xxxvii. 
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of some ten series of wholesale and retail sales, including groceries, 
dry goods, boots and so on. The graphs of these fluctuations 
show clearly -uiark(Hl cyclical movements, but it would seem that 
they have little independent significance, as they arc dominated 
by cyclical movemenis in j)!'ice. 

When the fluctiiatifins in these various series are corrected for 
price changes, with such accuracy as is attainable, so that dollar 
volumes are replaced by physical volumes, the graphs have lost 
much of their similarity of fluctuations are generally much 

smaller, retail and wholesale variations may ditfer widely from 
one another; and differences in tlie physical and dollar volumes 
of ndail sales iiiay h(' so mark(‘d as to show that the pljysical 
volume of retail groerry sah*s, in sliai-p contrast to their dollar 
volume, was conspieiioiisly high throughout the wliole of 1921, a 
year of marked depression, 'fhis demonstration of the large 
measure of indepeiuhmc(‘ in the moveimmt of physical volumes 
is admirahle as a corrective of simple interpretations based on 
the more symmetrical movements in dollar vt)himes ; but it makes 
it exceedingly diflieult to discover any uniformities in tlie move- 
ments of tlie pliysical scries by wliieh th(‘V may bo related to the 
business cycle. F()rtunat<'ly the uniformities have not entirely 
vanished. It appears to he generally true that fluctuations in 
the physical volume of retail sales arc l(‘ss ample than those in 
wholesale sales, and that these in their turn are probably smaller 
than those in the output of manufacture, 'fhese are the central 
facts to whose explanation Dr. Kuznets devotes the latter half 
of his book. 

Heconsidersfirst the discrepancy between the size of the flucl na- 
tions in nuiiiufaeturing output and in the pliysical volume of 
retail sales, and endeavours to And an explanation in variations 
of consunu'rs’ incomes. The general evidence that ho reviews 
has points of interest; but its main result is only to suggest that 
wages, salaries and dividends are more even in their flow than is 
the aggregate value of the output of manufacture. 

The second approach to an explanation of these discrepancies 
in the size of fluctuations is more interesting and more significant. 
Dr. Kuznets ajipcals first to the well-recognised principle that a 
given percentage increase in the annual demand for the products 
of any industry is likely to result in a much larger proportionate 
increase in the animal demand for the equipment of that industry ; 
and applies this to show that an increase in retail sales is likely 
to result in a larger proport innate increase in orders to wholesalers. 
Thus, let it ho supposed tliat it is the policy of the retail(*r t<> 
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maintain his stocks at a certain proportion of his current sales. 
Then, if he finds that liis sales in any month have increased, and 
if this creates an expectation that the increase will be sustained, 
his orders to his wholesaler will increase in greater proportion 
than his sales; for he will need to order from the wholesaler not 
only the additional goods necessary to replace his additional sales, 
but also additional goods necessary to expand Iiis stocks in 
proportion to the increase of his current sales. Tlie argument, 
as Dr. Kuznets points out, needs to be modified by many practical 
considerations, but it appears to supply at least a part of the 
explanation of the larger fluctuations in wholesale than in retail 
sales. This part of the ex[)la.nation is supported by a us('ful but 
more familiar discussion of the differences in the reactions of 
wliolesaler and retailer to prospective changes in prices and the 
consequent differences in the variations in the volume of their 
orders to the parties from whom they get their supplies. The 
retailer, it is urged, differs from the whol(‘salcr in that he is selling 
to consumers whose demand is relatively unresponsive to changes 
in price; his main energies arc given not to watching the general 
markets, but to the tcclinical procu'sses of s(‘lling ; and his profits, 
and tlierefore his buying policy, are less sensitive to price changes. 
It is in such reasons as these that the main explanation is found 
of the principal uniformities in the cyclical movements of the 
various series of physical sales — the differences in the amplitude 
of the fluctuations at the various stages of making, merchanting 
and retailing. 

In judging these results it should be remembered that the 
vstatistical material which Dr. Kuznets has at his disposal is very 
imperfect. Most of the figures are samples less tlian 10 per cent, 
of the aggregates they represent, and the price corrections applied 
to them are of necessity very rough. J5ut no attempt is made to 
conceal tliese imperfections, and the subject matter is clearly and 
concisely presented; though there are occasional errors in refer- 
ences, and there is, I think, no definition given anywhen: of the 
precise meaning of the term “ wholesale sales.” 

F. L vvin(jtox 

Wealth, Virtual ]Vcalth ami Debt : the Sohdion of the Economic 

Paradox, By Fuldiuuciv Soddy, F.R.S. (London : 

George Allen and UiiNvin. Pp. 320.) 

Mu. Soddy in his title, and again many liinos in his text, 
stirs the highest hojies. He propose^: to subvert existiie;- doelriiK's 
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and to (iernoiistrate novel and important conclusions. Tho prospect 
of iconoclasm iindertak(‘n by one so eminent, and the still brighter 
promises of positive construction which he repeatedly offers 
give a sufheient encouragement to traverse the widely extended 
floods of bombast and rhetoric which cover so many of these 
pages. It cannot be said that the ornamental parts of this book 
make up by thcrir giacc for what they lack in solid substance. 
Students of line polemic literature will gain little satisfaction 
from them. 

Jn his destructive passages Mr. 8oddy does not appear to have 
a eufflcieiitly firm grasp of the economic doctrines commonly 
held by prese nt or earlier writers to make his criticisms pointed 
or telling. An amateur ma}^ well he forgiven for this. In his 
constructive part Mr. Soddy lays much the greatest stress on 
the importance of liaving a monetary unit that shall be stable 
in value. This point of view is veuy welcome; it is shared by 
most contemporary economists. Very few, however, will be 
found to agree with the methods whicli Mi-. Noddy propo.ses for 
achieving this aim. lie sugge.sts that the Cfoveriiment should 
issue all forms of money, including credit money, and that banks 
should be legally debarred from an.y form of “ credit creation.” 
“ They can lend money at interest as before provided they, or 
the owners of the money lent, genuinely transfer the ownership 
of it to the borrower and give up the use of it ” (p. 198). If a 
bank wants to lend £100, it i.s to prevail upon ofic of its depositors 
to make over £100 until further notice, and so reduce its outstand- 
ing deposits by £100 to offset the new deposit created through 
the loan. The legal abolition of the use of credit instruments to 
finance an exchange of commodities certainly does not seem to be 
very practical. Is payment by the tran.sfer of book entries also to 
he made illegal ? 13iit Mr. Noddy has special rca.sons for wishing 
to take the creation of credit out of the hands of the hanks. 
He holds that the provision of floating capital should he ligidlv 
separated from the provision of a circulating medium, and tliat 
under the present system banks arc led astray in their discharge 
of the latter function by the interest which they earn in the 
discharge of the former. Those who find Mr. Noddy’s solutions 
somewhat jejune may yet agree that the fact that these two 
different functions are performed through the same act is a 
genuine difficulty; and indeed tlie problem has been analysed 
with great subtlety and precision by economists of the “ orthodox ” 
school. 

Mr. Noddy’s other proposals are vague. He recommends 
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taxation to encourage saving, and, even, to enable the Government 
to buy up the fixed capital of the country. But he leaves much to 
be explained with regard to the methods of which he would 
approve and the conseqmnices which he would predict. 

To expect of Mr. Soddy strict accuracy in mailers of fact or 
good general knowledge would be both unfair in itself and pro- 
ductive of compkde disappointment in the sequel. The following 
([notation (p. 1G2) illustrates aptly the level of information which 
this book achieves: ‘"Since lh(‘ great banks liave combincal — 
over 90 piT cent, of lln^ business is in th(‘ hands of one group 
known as The Big Five ” R. F. Harroi) 

Christ Church, Ojcford. 

Principes de Science Economijue. Par CiiAiii.ES Ronix. (Soeiete 
anonyme dii Recueil Sirey. 1920. Rp. 014.) 

In this highly abstract work rrof(‘ssor Bodin has sought to 
make more precise the classifications and the tt'rminology of 
Fc(jnomie Science. Jfe has found it necessary to modify eon- 
sidcTably, in some cases to abandon a number of theories hallowed 
by traditional usage, rather than justified by observation. 
Ih'ofessor Bodin is an acute and original thinker. He never 
handles a subject without leaving upon it the stamp of his own 
personality. Endowed with a dialectical [)ower of remarkable 
brillianc^e, he cla.ssifi(‘s and distinguish('s and (htines with a minute- 
ness whicli occasionally is reminisf'caib of a nuMli.eval scholastic. 
Vet liis lively jjictliod of ex])osition saves him from being tedious. 
For a disciple of the (Vimbridge economists, the reading of 
Professor Bodin's work might be a stimulating exercise. 

Profe.ssor Berlin divides his Inwk into three parks. The tir.st 
part consists of o.'l pag(*s, and deals with " g(*neral notions.” 
Professor Bodin bases Economic Sitenee on what he calls the 
‘‘Economic Principle -the .search for the maximum of satis- 
faction w'itli th(j minimum of ciTort, the avoidance of a greater 
pain at the cost d a smaller. (Ih’ofessor Bodin dilTers from the 
Hedonist school; according to liim, a man seedvs to avoid pain; 
according to the Hedonists, a man .seeks pleasure.) A man will 
take (economic) action when the efiVut-paia required is less than 
the want-pain to be relieved. An act in connection with which the 
ciiort-pain would be equal to the v/ant-[)ain w'ould be what 
Professor Bodin calls an “ indiiferent ” act. The significance of 
this distinction will be manife.st in con.sidering Professor Bodiii’s 
‘dtitude to the concept of Value. Cdosely linked to the ” Ecoiujmic 
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Principle ” is the definition of Economic Science, a definition 
different from that of other economists. Economic Science is 
“ the Science of tlie methods and calculations, which tend to 
reduce luiinan pain by augmenting the efficiency and determining 
the expediency of human effort.” More important, fundamental, 
indeed, for the general plan of Professor Bodin’s work is the dis- 
tinction (recalling the Aristotelian distinction) which he draws be- 
tween “ L'ficonomie simple ” and “ L’ficonomic complexe.” The 
former of these boars a superficial resemblance to the ‘‘ natural 
order” of the eighteenth-century economists. It comprises the 
study of the essentials of economic life, abstraction being made of 
the elements of contradiction which it contains. Tlie tendency 
of man to indulge in harmful satisfactions and unjustifiable gains 
(■‘ Ic pivlcvemcnt ”) is hypotlietically eliminated. Moreover, if 
a clear view of the permanent conditions and the fundamental 
realities of economic life is to be obtained, its exposition must 
take no account of the individual peculiarities of particular 
political and legal systems. “ li’Rconomie complexe ” is the 
study of economic life, implying the influence of economic evils 
and inquiring into possible remedies. Professor Bodin feels that 
the distinction lietwecn “ L’Economie simple ” and “ L’ficonomie 
complexe” makes particularly easy the transition from Pure 
Theory to Apjilicd Economics. The present work is devoted 
entirely to “ L’Economitj simple,” and is to be followed by a second 
volume, L’Economie complexe.” The real test of Professor 
Bodin’s contribution to ecoiioniic science will be provided by this 
second volume. 

The second part of the book comprises 128 pages. The 
“ essential elements ” of economic life are examined. There are 
sections anatysing the notion of w’ant and the notion of “ good.” 
There is an analysis of the psychology of wants — an analysis 
revealing a subtle and delicate power of definition and distinction. 
An attempt is also made to arrive at a scientific classification of 
wants and of “ goods.” The assumption is made throughout 
that all the conditions of production and consumption arc reduced 
to rest. 

According to Professor Bodin, Economic Science covers the 
wliolc of human activity, jmrsuing the satisfaction of all human 
wants. The highest aspirations arc not to be excluded from the 
domain of Economics. Its competence is bounded by the notion 
of economy (the expediency and the efficiency of effort), and not 
by the nature of the wants to be satisfied. There is an economy 
of self-sacrifice, just as there is an economy of selfishness. Why 
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should human activity be irregular, when it is a question of 
satisfying the noblest and highest wants ? It seems impossible 
to find in the nature of wants any scientific standard of economy. 
This point of view, Professor Bodin asserts, is the only one which 
dispenses with the “ economic man.” The most interesting 
section, however, of the second part is Professor Budin’s “ 'rheory 
of Capital.” Emphasis is laid upon the intimate connection 
between a satisfactory classification of “ goods ” and a definition 
of Capital. Economists start with the correct idea that Capital 
is a kind of “ good ” ; but liow can they deteriniiio what kind of 
‘‘ good ” Capital is, if they do not possess tests for distinguishing 
between the different kinds of “ goods ” ! Tlivio are “ mixed 
goods,” “ human goods,” “ natural goods,” “ consumption 
goods,” and “producers’ goods” (“ biens satisfaetoires ” and 
“ biens presatisfactoires ”). Sketches of a classification of 
“ goods ” are to be found in economic treatises, l)ut the categories 
of “ goods ” are badly delimited and their numb(‘r is insufficient. 
The attempt to classify “ goods ” in relation to their functions is 
lacking in precision. Professor Bodin elaborates in minute detail 
a ” synthetic ” classification of “ goorls.” 

From “ ri^conomie statiquo ” Professor Bodin passes (in 
the third part) to “ rEconomie dynamique ” or “ rActivite 
cconomique.” 'Phis third part con>lsts of more than 400 pages. 

Ill the first section Professor Bodin analyses the motives 
behind our economic judgments (“ les jiigcmcnts cconomiqiios ”). 
Economic judgments are resolved into one of three categories, 
” les jugements d’ aptitude, de difficulte, (ro})])()rtunite " (is it 
expedient to act or not to act ?). They all imply a comparison. 
Professor Bodin lays emphasis on the importance of examining 
the internal mechanism of the uulin’dual will, lie inquires how^ 
the individual, wliatcver tiie oxter/ial influences t(i whicli he is 
subject, strives to apply the Economic Principle. Professor 
Bodin asserts that no general theory of economic judgments has 
yet been attempted. Economists confiiK^ themselves to analysing 
two concepts, to which they attributes the y)ower of synthesising 
our reasons for acting — the concepts of Utility and \^alue. The 
second often absorbing the first concept, economists concentrate 
their efforts on one object — the construction of a Theory of \"alue. 
A mistake has been made in synthesising a priori all our reasons 
for deciding and acting ; in attaching them all to a single conce])t. 
Arc all economic judgments, judgments of “ value ” i Economic 
judgments are always comparative judgments. But is the term 
‘ value ” to be given a meaning so geneial that it b(‘cf)iucs 
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synonymous with comparison ? Is it necessary to use it every 
time that, after comparing two data, we proclaim their equality 
or inequality? Professor Bodin thinks that the concept of 
vahic cannot serve as the j)ivot of Economic Science. He 
treats of the exchange relation without S])eaking of “ value.” 
He replaces the term exchange value by that of price in order to 
express this relation, and utilises, in order to explain the relation, 
the concept of “ economic character ” (a term of his own 
invention). The “ economic character ” of a “ good ” is the 
measure in which it can be obtained in conformity with the 
Economic Principle. The “ economic character ” of a “ good ” 
is positive whenever the want-pain, which it is capable of relieving, 
is judged superior to the effort-pain, which its acquisition seems 
to involve. It is negative in the contrary case. The notion of the 
“ economic character ’* of “ goods ” assumes that wc can establisli 
comparisons between pains and .satisfactions just as mathe- 
maticians establish comparisons between positive and negative 
quantities. In his ex})lanation of the exeliange relation, Professor 
Bodin directs his attention to “ utility ” — this interprets the 
desire we have for goods " — and economic character ” — this 
expresses the interest we have in producing and acquiring “goods.” 
There is another point to note. 1'he value of a “ good ” docs not 
consist in the sum of olToi’ts which we should l)e }»repared to make 
in order to obtain it; for wo always strive to give less in order to 
obtain more. It consists in the sum of elToris vhich it would be a 
matter of indifference for u.s to make, and wliieh, in consequence, 
we are not prepared to make. 'Jlie coiieepi of value thus proclaiTiis 
the “ indifference ” of economic acts. Bnt since (in accordance 
with the Economic Principle) the acts ed production and exchanges 
are not “ indifferent ” acts, it is much loss the ” value ” than the 
“ economic character ” of “ goods ” whi( h conditions and 
determines them. 

The concept of “ value ” is not, liowTver, rejected entirely. 
“ Value ” is allotted a part in the play of economic judgments, hut 
it is merely a secondary part — to fix wliat would be the effort- 
pain, psychologically equal to the want-i)ain, whicli the “ good ” 
seems capable of relieving. Valuation constitutes a judgment 
preparatory to the judgment of “ opportiinite.” It is the fixing 
of the limit at which acts would cease to be expedient. Professor 
Bodin’s conception of “ value ” is exclusively psychological. 
The value of a “ good ” is the hypothetical sacrifice psycho- 
logically equal to its utility. He feels that there has been a 
regrettable confusion between (1) value — a psychological notion - 
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and (2) price— which is a relation of exchange— a positive fact. 
But there is another confusion to be noted. Economists have 
confused the possible equality of the advantages received by 
exchangers and the inadmissible postulate of th(i equivalence of 
the goods exchanged. This confusion is due to the concept of 
exchange value. Professor Bodin regards the concept of exchange 
value as purely artificial and even dangerous, and proposes that 
it be abandoned. 

The law of diminishing utility finds little favour with Professor 
Bodin. It implies interchangeable “ goods.” He insists upon 
the importance of quality in the determination of utility, of value 
and of “ economic character,” olqecting to the convenient hut 
dangerous practice of basing economic reasoning on inter- 
changeable quantities. In relation to the theory of value, the 
Final Utility economists are solemnly reproved for ” rejdacing the 
contaiiK'd in th(^ term ‘ value ’ by another ‘ syntlK'sis ’ 
expressed by tlic t('nn ‘ linal utility,’ whereas the problem of value 
consists essentially in uvahjsivg the cat/,se,s of ralue” 

IVofessor Bodin expounds the Hedonist theory of the deter- 
mination of prices, but sc])arates it from the Final Utility theory 
of value. He objects to the Hedonist school on the ground that 
they do not allow us to grasp exactly the working of the connection 
betw'cen ” subjective use value ” and ” exchange value.” The 
chief characteristic of his own theory is the distinction which he 
makes between “evaluation” and “estimation.” The “evalu- 
ation ” of a “ good ” determines the extrenu' limit of the. sacrifices 
w'hich w'O are ready to nndergo in order to obtain it. without 
performing an uneconomic act. ’Fhc “ estimation ” of a “ good ” 
determines in the mind of the exchanger tlu' j)rohal)lo conditions 
of an expedient exchange; tliose which Ik* is inclined to accept 
if it seems unlikely that lie will obtain bcttc'r; tliose on which he 
is inclined to compromise rather than abandon the chance of an 
exchange. An example is given of the determination of price in 
an ideal market. The price of a '* good ” (produced and brought 
to market) fluctuates bctw’cen a minimum a little higher than its 
cost to the producer (the producer’s valuation) and a maximum 
slightly lower than the valuation of the punhaser. ’Fhose 
valuations constitute the extreme limits of the range c»f bargaining. 
They constitute “ a rational delimitation of tlio field of economic 
possibilities, within which supply and demand can exercise their 
influence.” The market price is fixed at a point hetwTon this 
minimum and this maximum fis the consequence of bargaining, in 
which the estimation s of the exchangers come into play. Agree- 
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iDont is finally reached under the influence of the relation existing 
at the time between supply and demand. 

The second section of the third part deals with “ Los Actes et 
les I\h‘thodos.” Professor Bodin protests against the tendency 
to Economic Hcicnee merely as a Science of Exchanges. 

Tlie ground on which the problem of economic productivity must 
be discussed is that of production and not that of distribution. 
I'he section contains, too, an original and valuable discussion of 
-Division of La))Our. In the third section, Professor Bodin 
tackles the (pi(‘stion of Distribution, but does not attempt a 
complete theory of wages, interest, i)rofit and rent. That would 
1)0 to exceed tlie natural limits of his work and trespass upon 
the domain of L’ficonomie complexe.” The elaboration of 
such a theory assumes the existence of a definite political, juridical 
and economic organisation. Professor Bodin, however, attacks 
vigorously the oithodox theory of .Distribution. He insists that 
the fact of human material progress — a ju’ogress due to the 
application of the Economic Ihinciple by human ingenuity and 
human elTort — can be explained only by the normal and necessary 
exis)t(‘nco of a “ net ])roduct.” But if a ‘‘ net product ” is normal 
and necessary, a net income or revenue ” must also be normal 
and necessary. For a detailed examination of Professor Bodiji’s 
thesis, I must refer readers to his text. 

J. LE-MIJUROUR 

The Vniremtyy 

BelfaM. 


Die ]Vfrtu7ig,^lehre, Versuch eincr cxaklen Beschreibung der oel'ono- 
miHchen Grundhezkhungen, Von Dr. Wilhelm Keilifau, 
-Docent an. der Universitiit Kristiania. (Jena : Eischcr, 
102,^1.) 

This is a praiseworthy attempt to define economic terms. 
But it is much more, for it soon appears, when the work Is begun, 
that definitions are controversial. Though his preface shows that 
lie tried to avoid debate as much as possible, the author will be 
found taking a side on disputed questions, e.g, the relation d 
final utility to value and the need of a “ theory of needs (p. 88). 
The Austrian writers come in for much of his criticism (e.g. p. 201). 
The searching analysis of pleasure and pain in relation to labour 
(Chap. VIII. p. 79 scq.) gives good suggestions. 

AVe seem to lose as well as gain, when we try to make 
things simple by an exhaustive statement of details and the 
details lead us over the border ” of Econnmic.s. Life is not long 
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enough, even if our patience held out. Mr. Wickstecd, in his 
Common-Sense of Political Economy, approached that exhaust- 
iveness ; but he dealt with harder problems, showing us w^hat in 
the “ obvious ” is not obvious. Much in the present book savours 
of what not only seems but is obvious. 

Mr. Keiihau has followed Knnpp in devising a new termin- 
ology. It was just what many of us who respected Knapp were 
fearing his example would bring upon us. J. TJonar 


The Economics of ami Lahonr, By Nora Milnes. 

(London; S. King. 1920. Pp. vii 1- 191. 0/. net.) 

Miss Milnes’ method adds much to the value of her book, 
by presenting her subject along with its general economic back- 
ground. A thorough consideration of wages nec(!ssa!’ily raises 
many questions concerning other agents of production, especially 
when the subject-matter is widened to include the general problem 
of Labour. This, indeed, if carried to a logical conclusion would 
involve too wide a treatment ; but Miss Milnes has wisely limited 
herself and lias chosen lier limits well. She has rightly omitted 
the subject of economic rent, and restricted licr tn‘iitmeut of 
Fundamental Economic Conceptions. But matters which are 
definitely essential are fully and chsarly dealt with. 

The book contains both a definite theoretical treatment and 
a consideration of practical problems, d'lie first three chapters 
deal with Some Fundamental FiConomie Conee[)Uons, Interest, 
which might wdth advantage have been called itUore.st and 
profits, since both are dealt with, and the Theory of Wages, 
'.rhe remaining chapters treat of Fraclieal (Questions concerning 
Wages, Earnings of W omen, and Trade ITnionism. Oiie excellent 
feature consists of sketches of the dovelopment of economic 
thought in the first three chapters. The whole book is clearly 
WTitten, alike on the theoretical and practical sides. Tlie treat- 
ment is suggestive and docs much to stimulate discussion, whilst 
Miss Milnes displays an admirable capacity to see, and to make 
clear to the reader, the reasons for points of view and actions 
with which she herself is not in agrcemiuit. 'riiis capacity to 
yee all sides of a question makes Iier treatment of Trade Unionism 
and women’s labour particularly valuable. 

The theory of the book is osscutially modern. Wealth is 
held to cover all that has exchange value, the limits of materiality 
and permanence being eliminated. The use of tiie terms “ class 
value ” and “ quantity value,” to distinguish goods which, being 
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nnliiiiited in quantity, have no exchange value, from those which 
command a price, seems liable to cause confusion and therefore 
not to be preferred to older methods of distinguishing between 
utility and value. For profits the idea of reward of ability, 
and for interest the psychological theory, arc adopted, and the 
latter is particularly well explained. Tn the former Cfise, sufficient 
allowance is not perhaps made for influences which may unduly 
extend profits, such as the price-fixing arrangements described 
by the Food Commission as giving the marginal producer profits 
well above the compotitiv'c level and correspoTuliugly raising 
rent of ability. Another instance of this may bo j)rovidcd by the 
uneconomic mines. Sulfieient allowance, again, does not appear 
to be made for the eflect of economic friction or defective l)argain- 
ing power in hindering the full operation of marginal productivity 
in determining wages. 

fl'he standpoint of tlie book is essentially that of an enlightened 
individualism, brought into harmony with modern conditions. 
The main ideji is that of the necessary balance of interest, profits 
and wages, as dctcimined ])y the economic forces already referred 
to. The book, whilst recognising the claims of capital and 
ability, equally emphasises their duties and the corresponding 
claims and duties of labour. There is, in particular, a notable 
appreciation of the real soundness and value of the British 
Trade Union movement, " an achievement of which the Unionists 
may rightly bo pro\id.” This is accompanied by perfectly 
definite, but always sympathetic, criticisms vvdiich recognise that 
mistaken pra(;tices have often Ix'cn “ forced upon them by t})e 
great disharmony in industry,” but nevertheless tend to keep 
“ our wc'altlnproducing capacity unnecessarily low.” Such a 
standpoint, whicli can, after the alarums and excursions of 
see through real defects in individual matters to the fundamental 
soundness of Trade Unionism and can find one chief hope of 
domestic peacu:; . . . bascfl uj)on enlargements of its original 
ideas,” is of liigh value and one from which dVadc Unionists and 
their critics alike can learn much. 

The hope for the future rests essentially in co-operation and 
the recognition by all of us of responsibility for the conditions 
under which the workers live.” Such is the task of the general 
public. The agents of production, again, have a duty to work 
together and avoid waste, in order to secure the highest cflicicncy, 
since with marginal productivity as the determining factor, 
increasing wedfare must largely depend on increased efficiency 
all round and not of the workers only. Carelessness in man<age- 
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merit, for instance, will “ have a very serious elTect on the total 
wage bill.” Similarly, Miss Milnes’ views on Tiade Unionism 
would suggest that their soundest policy would l)o to aim at 
general (‘fhcicncy and use their bargaini'ig power to (uiforcc an 
adequate returii. Perhaps she does not allow sunicient part for 
the State in this co-operation. In dealing with Kmployment 
Exchanges, for instance, she hardly seems to recognise what they 
can do to reduce the reserves of casual labour by creating a smaller 
number of central reserves and so to decrease the waste of under- 
employment. 

This book, one hopes, will be widely read. A clear, able and 
concise statement of its problem will serve admira])ly to inform 
the “ man in the street ” on the underlying principles affecting 
wages and labour. But its treatment has much to oiler more 
serious students both in economics and in the business world. 
Above all, its broad and sympathetic treatment is specially 
calculated to promote that “ healing and settling ” vrhich is the 
essential need of to-day. 

N. H. 1) EARLE 

U iionploi/menl as au Inia naiional Problem. By J. Morgan Rees, 
M.A. (London : P. S. King. 1926. Pp. xv -j- 188. Price 
Ss. 6d. net.) 

Mr. ^Morgan Rees has performed a useful service in this book, 
for his subject is a branch of the problem of unein})loyment which 
has not yet been treat etl as fully as its importance deserves. 
The question seems to fall into two parts. Pirst, there are the 
general international factors, arising from the commercial and 
monetary relations of the States of the world, which are operative 
at all times. For instance, it may be argued that developments 
of international trade and production for world markets have, 
along with their beneficial results, had a tendimcy to increase 
industrial fluctuations. Such a tendency would appreciably 
intluence, and to an increasing degree as industry develops, the 
(‘yclical fluctuations in employment. The investigation of the 
general problem is therefore important for this and other reasons. 
Secondly, there is the special problem of the international political 
and economic situation created by the war and the peace ; and 
Mr. Morgan Rees has concentrated on this. Possibly, tlierefore, 
his title suggests a wider treatment than the book in fact contains. 
But its scope is clearly indicated at the very bcginiiing, where the 
author argues that “ the post-war world is far more nearly 
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interrelated and dependent on goodwill for its very being than 
the world of 1913.’* A further interesting contention is that 
the seeker after world peace “ must solve the problem of 
unemployment.” 

A large amount of interesting material has been collected and 
analysed in the book, which thus brings together within a moderate 
compass and in accessible form information and statistics that 
have hitherto been scattered. 

The shorter first part, which deals with Post-war Economic 
Problems in relation to the Treaty of Versailles, contains an 
interesting treatment of various proposals for meeting problems 
arising out of the Treaty (Chap. I) which will bo useful to the 
general reader; Jiiid its effects arc also discussed country by 
country (Chap. li). The Treaty itself is perhaps rather too much 
the bad boy of the family,” and the examination of it would 
prf)bably have gained in breadth and completeness if the con- 
demnation had been less marked. 

The second part, entitled Fluctuations in Employment, 1914- 
1924, shows a tendency to concentrate too exclusively on the 
influence of dtdlation. The author appears to insist too much 
on increasing unomployiiumt as an invariable consequence of a 
fall in the price level and vice versa, and does not perhaps allow 
sufficient!}^ for contrary instances, e.g. in Italy early in 1925. 
But the general conclusions are sound, that violent inflation 
causes a crisis of unemployment to arise when deflation and 
stabilisation are being carried out, and that a steady level of 
world prices is the most urgent need. Chapters IV to VII are 
devoted to the actual course of unemployment, dealing with the 
War Period, the Period of Crisis, and the Period of Recovery. 
Interesting evidence is produced to support the view that the 
post-war depression in the various countries was far more a 
matter of home than of foreign trade, though allowance may have 
to be made for the possibility that exports at any given time 
represent partly at least the actual conditions prevailing some 
months earlier. Moreover, more attention might have been 
paid to what may be called balance of trade conditions, which, 
if less important than the monetary influences, were by no means 
negligible. In the statistical treatment, use might have been 
made of the published totals of the recipients of out-of-work 
donation in 1919, which might have modified the conclusions 
regarding unemployment in Great Britain during that year. 

The remainder of the book is concerned with General Theories 
of Unemployment, Population and Migration, and Conclusions. 
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This last chapter has an interesting summing up of the general 
position. The chapter on General Theories, however, is the least 
happy in the book. The author deals with a variety of matters ; 
but the space at his disposal hardly allows him to do justice to 
all of them ; and the summary is at times too ('lementary to be 
of great valiui. The treatment of the really important subject of 
population and migration is interesting and contains some valu- 
able information. Unfortunately the statistics are nob carried 
beyond 1021, and later figures might well have led the author to 
modify his conclusions. The author appears also to take an unduly 
pessimistic view, and might well have gone more fully into the 
evidence of an opposite kind, such, for instance, as the vahiabk* 
discussion of population and emigration tendencies by Dr. Bowlev, 
in Is IJ nem.jiloymeni InevUahh ? which suggests a more favouralde 
view of the fuiure position in Great Britain at any rate. 

Mr. Morgan Bees has made a useful contribution to tlie 
economics of iniemploymenl ; and his treatment and liis conclu- 
sions deserve careful consideration. He will do a further s(‘rviee 
by adding to this tn'atmcnt of the special conditions of to-day, 
a discussion of the more general and permanent questions that 
arise out of the international problem of nnemploynient. 

N. B. Dearlk 


Pmdical SocAfxl Science. By John' A. Lapp. (i\racmillan. Pp. 

371. Is.) 

In the field of the biological sciences morphological text-books 
and treatises abound. In the realm of contemporary social 
science they are almost unknown. To what source is an elemen- 
tary student to go who requires an outline of the facts of con- 
temporary social and economic structure in this country ? Where 
can he find assembled together and knit into a coherent whole the 
more important facts regarding population, occupation, indus- 
tries, income, poverty, crime, distri])utiou of intelligence and so 
on ? Statistical abstracts exist in many forms. A contemporary 
social morphology, however, is something quite different from a 
statistical abstract. Essentially it should paint a picture of an 
organic whole. The painting of such a picture presents a far 
more difficult task than does the making of a morphological text- 
book in the biological sciences. Nevertheless it can hardly be 
said that students of the Social Sciences have as yet seriously 
addressed themselves to this very necessary task. 

Dr. Lapp’s book attempts to do something of the kind for 
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America. The aim of the book is stated to be ‘‘ to provide a 
manual for the teaching of practical social science by the labora- 
tory method.” The book Ls divided into four parts — the first 
dealing with tho Citizen and Society, the second with Produc- 
tion and General Welfare, the third with Social Welfare, and 
the fourth with Community Work. Eacli chapter, of which there 
are four or five to every part, contains statistical data derived 
from Government and other publications and a number of 
questions intended to suggest suitable exercises. 

This book is a praiseworthy attempt to meet a true need. 
A book on somewhat simiJar lineshaving reference to this country 
would be of real value. Criticism is easy where the task is so 
difficult of accom])lis])ment. The first criticism is that the book 
does not advance far beyond the stage of a statistical abstract. 
There docs not rise up before the reader as he goes on from chapter 
to chapter and part to part the conception of an organic whole. 
We have some facts as to oceu])ations and industries and sonu* 
facts as to income, but we are not led to s(‘e tlie latter arising as a 
result of the former. Each section would almost stand by itself, 
whereas it is precisely the interrelations that it is desirable to 
emphasise. WIkui d(‘aling with crime tho question can at 
least be asked, even if it cannot be satisfactorily answered, what 
relation there is between ejimo and poverty, or between crime 
and mental deficiency, both of whi(^h matters are d(‘ait with else- 
where in the book. The second defect ctiiicerns the fact that bare 
figures are given without sufficient warning that the manner in 
which they are obtained requires very careful examination (^veii 
if tho matter cannot be adequately discussed without unduly 
enlarging the volume. Thus a student presented with what 
appear to be authoritative figures relating to income may bo 
misled unless he is aware of the problems connected with tho 
assessment of income. And the same may be said of mental 
deficiency and almost any other subject treated. But it is iui 
ungrateful task to criticise an attempt to do something that is 
badly needed if the general ignorance which prevails is to be 
dispelled. The author has done something towards achieving 
his object, which is “ to set the citizen on guard against plausible 
and untruthful social data and to acquaint him with some of the 
common errors of fact and conclusion.” 

A. M. Carr-Saundeus 

The University, 

Liverjml 
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The Federal Reserve System, By J. H. Jones. (London : 

Gee & Co., Ltd. li)27. Pp. M.) 

This excellent brochure on the Pcderal Reserve System is 
most welcome. It provides information in a compendious form 
on a subject whicli is far too little studied in this country. Mr. 
Jones gives as many facts as may be set o\it witliin the small 
space of fifty-four pages without overloading, and discusses 
certain leading problems in an intere.sting and stimulaling way. 

One of these concerns the relation of the Federal Reserve 
rates to those of the general market. In the United States bills 
of exchange are not abundant and advances against collateral 
are less common than in this country. Instead, credit is chiefly 
obtained by the dis(?ount of one-name proini.ssory notes. The 
Federal Reserve Bank rates normally stand above the prime bill 
market rate and below the rate for one-name paper, a clearly 
inferior form of security. This in itself is not unreasonable. 
But the result, that Federal Reserve credit is cheaper than most 
of the credit obtaimnl elsewluTe, is sometimes regarded as con- 
trary to sound principle and dangerous, especially as Federal 
Reserve credit is largely acquired by the rediscount of tlie very pro- 
missory notes which have [)reviously been discounted at a higher 
rate. Mr. Jones holds that the only safeguard against exploita- 
tion of the difl’erenco of the rates is the traditional restraint of 
the member baidcs and the moral suasion of the Federal Reserve 
flanks. Tlie tradition first grow, we may add, out of an initial 
distrust of the new system and the desire of member banks 
not to become indebted to it. Mr. JoiU'S appears to omit two 
important points in his otherwise admirable summary of this 
problem. Tlie Bank of England does much of its discounting 
at a rate below^ the market, for in normal times it discounts only 
for favoured customers who receive differential treatment. 
Thus the real relation of the Bank rate to market rates is as a 
rule the same in England as in the United States. The notion 
of a central bank regularly doing business at a rate above the 
market is clearly absurd. But it cannot go out of business 
altogether in normal times. Our device of having one nominal 
and another actual rate is not open to the Federal Reserve System, 
owing to the different conditions of its origin and growth. An 
incidental result of this is that it seldom gets the choicest paper 
in its portfolio. Secondly, Mr. Jones makes no mention of the 
important fact of rationing. The twelfth annual report paid some 
attention to this topic (p. 18). The Banks are by no means 
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compelled to diseoiiiit all legally eligible paper presented; a 
distinction is drawn between what is eligible and what is 
acceptable. TIk? Banks al.-^o put a strict limit on the amount 
which they will lend to any single member. The last report 
records further success in the application of rationing to certain 
spe(*ial classes of ease. 

In another connc'ction ]\lr. doncs considerably exaggerates 
the importance of mere custom in the working of the system. 
He rightly ob.scTves that the great growl li of credit in recent 
years has been l)ased on I lie reserves which member banks have 
acquired through tlie influx of gold, and tliat Federal Reserve 
loans have remained comparatively cauistant. Ho infers that 
the Banks liave lost the wlu]) liand and have only been able to 
guide credit policy because the juember banks voluntarily chose 
to follow their lead. He argues, ‘‘ the volume of rc-diseounts 
and that of o])en market ojK'rations w('rt^ so small in com})arison 
with the total (hunand for credit in th(‘ community that tlic 
charge made by member banks need not have been inilueneed 
by the rate of discount” {i.f. the Federal Beserve rate) (p. ol). 
Mr. Jones hero mak('s the wrong comparison. The volume of 
Federal Reserve credit was }wt small in comparison with member 
bank reserves. I give some characteristic figures. On April 
12, 1026, the member l>ank deposits were .Sd2,(S7(l millions, 
member bank reserves with the Fi'deral Ih'serve Banks were 
§2,238 m., and Fed(‘ral Rtsf ive credit (Aj)ril 14) was §1,242 jji. 
Federal Reserve credit thus stoo<l at ima’c than half the member 
bank reserves. The ligures indicate that reserves were at the 
legal minimum, and till juoney was a mere §.)4U inillions. It 
follows that more than a half of member bank credit (§31,070 m.) 
was legally depeiuh'nt on Federal IR\serve credit. 3 his was a 
j)Osition of immense jjowcj’. If llu; Banks had wirJu'd to elicek 
expansion, they could have sold, say, §300 m. of open nuirlo't 
holdings, a proceeding not without precedent, and so eoinj)ell( (l 
member banks to cut down aggr(‘gate credit by about 12 per cent, or 
come to tliem for further n^disctaints at a higher rat(; and subject 
to .severe tests. ]\lr. Joik’s is wrung in supposing tliat the gr(‘at and 
beneficent work of the Board rests (in no more solid foundations 
than th(^ complaisance of a vast multitude of (jften nnenliglitencd 
and sometimes refractory institutions. 

He is guilty of two minor inaccuracies of fact. On p. 31) ho 
writes, “ the member bank retains as reserve an average of only 
10 per cent, of its liabilities.” This is too high. The thirteenth 
annual report records that the proportion stood at S*1 per cent. 
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in March 1922 and gradually fell to 7-3 p(*r cent, in December 
1926. Again, referring to the distribution of prolits ho says, 

“ when the reserve fund is equal to 40 per cent, of tJie capital, 
90 per cent, of the surplus goes to the State.” Tliis was so once. 
But an amendment of March 1919 changed the former figure 
from 40 to 100. 

11. b\ IIakeod 

Christ Churchy 

Oxford. 

Das Steuersystem Sowjetnmlanfl'i. By Paul Haenskl. 1926. 

(Hans Preiss. Pp. 176.) 

The author of this work, in addition to occupying a chair of 
Finance and Law at the University of Moscow, is also the 
economic adviser of tlie Conimi.'^sariat for Finance in the U.S.S.P. 
Ho is therefore able to write witli knowk^dgo on the subject of 
taxation policy in Bussia since the revolution of 1917. 

The book, of whicli this is a second edition, opens with a 
short survey of what the author terms the ” Expropriation 
Period,” covering the years 1918-21. In this lie shows how in 
October 1918 the (Jov^eriinumt aimed at expropriating the 
propertied classes by means of an Extraordinary Kevolution Loan 
of 10 m. roubles. But whether or not this was successful as a 
socio-political measure, it was a signal fiscal failure. Uorrespond- 
ing to the levy on the urban population, an attack on the rural 
bourgeoisie was made in the shape of an agricultural tax in kind. 
While nominally din'cted against the richer peasants, in practice 
it amounted to a conliseation of every individuals surplus over 
subsistence requirements. 

The inevitable effect of such drastic measures was greatly to 
curtail all forms of production. 4’he consequent economic 
jaivation, accompanied by pestilence and aggravated by war 
and the blockade, necessity t(‘d an entire change of policy. 
Accordingly, in 1921 the iST'vv Economic Policy was substituted, 
based on a substantial re-introduction of i»rivate initiative, 
extending considerable liberty in trading to private firms engaged 
in industry and commerce, and permitting peasants to market 
their grain surpluses after payment of a moderate ta.v in kind. 
This distinctly increased productivity and trading. 

Yet the reversion was responsible for creating the problem 
of rebuilding the tax-collecting organisation, vsince uiuler the system 
of State ownership payment of taxes had merely required a 
series of book entries. And the task was complicated by the 

u2 
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very urgent needs of the revenue on the one hand, and by the 
greatly diminished taxable capacity on the other. In great 
detail the author sliows how the reorganisation was accom- 
plished. In the earlier stages reliance liad of necessity to be 
placed on indirect taxes spread over a large number of com- 
modities, of which luxury goods only were taxed heavily. In 
defending the choice of this uneconomical method. Professor 
llacnsel argues that higlier rates would have affected the standard 
of living of the 2 )oorer classes ])roJiibitivc] 3 ^ and provoked con- 
siderable mischievous evasion. Even so it early became nocessai’y 
to resort to direct taxation, on account of the continued depre- 
ciation of the currency, and the dislocation resulting from famine. 
Early in 1921, therefore, a general poll-tax was laid on all able- 
bodied citizens. The primitive cliaracter of the tax was some- 
what modified by the devices of splitting the population into 
three groups, and exempting the unfit. And bccau.se it was 
financially fruitful it was retained, although in a much more 
complicated discriminatory form, in the two following years. 
The author stresses the fact that in 1929 this tax provided (in 
the case of the tax on agriculture) a medium for the transition 
from payments in kind to money ])a\'ments. But one woudiu’s 
why the return to monc}' [)ayments v/as so long dela^ual; and 
why the poll-tax was not sup])lement<'d by the more modern 
income and industrial taxes until late 1922. 

Nor was it until May 1923 that the single tax on agiicultuix' 
w'as decreed, the justification of which was the prosperit)^ resulting 
from the New Economic Policy'. 

Jn spite of these additions, in view of the relatively slow 
increase in real taxable capacity, and the necessity for increasing 
the comparatively light burden of the peasants, it was found 
imperative to add further indirect taxes on articles of widi'sprc ad 
consumption, such as tobacco, wine, mineral waters, salt, sugar, 
coffee, tea, naphtha products, rubber goods and textiles. Purtlic!', 
other direct taxes were levied on Hunting, Military Service, 
Death Duties, Ground Rents, and Stamp Duties, together with 
6 per cent, compulsory Lottery Loans floated in 1923 and 1924; 
while simultaneously existing direct taxes wure frequently over- 
hauled. The effect of these cluiiig(‘S, shown by a tabic given on 
p. 25 of the hook, was to increase the total yield of Government 
taxes from 502*8 m. roubles in 1922 3, to 788*0, 1313*7 and 
1882*7 m. roubles in the three following yeajvs, tlic greater part of 
which was due to the increased yield of indirect taxes. 

Further, State taxation per head w^as 3*99 roubles, 5*90 
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roubles, 9-41 roubles and 13*72 roubles, compared with 9*24 
roubles per head in 1913-14. 

In this connection the author points out that although tlio 
post-war burden was ostensibl}^ lower tliaii that of 1913-14, 
careful allowance must be inaclo for the great post-war reduction 
in capacity to pay. And additionally local taxes Avere more 
numerous and heavy. 

As time w’ont on it w^as realised that the new’ system had 
considerably altered the distribution of the tax burden — e.(j. 
the poorer classes, particularly in agriculture, appeared to be 
oppressively bui'dened. Xotably in 1921 and 1925, therefore, 
certain indirect taxes were reduecd. 

On the otlier hanrl, policy in respect of direc't ta\(‘s w/is 
mancoiivrod tow’ards discTimination against private persons and 
linns, as compared with govc'rnment and societarv undertakings. 
'I ho best evidence of tliis is ])rovidcd by tlie employment of 
divisions of taxpayers according to ‘‘ classes.” For example, 
ill the Lieeiieo ^I’ax tiv(‘ classes and six zoih's wi're created; while 
in the ease of industrial undertakings tlua’c were twelve elassi's. 
lk‘sidc the Licence Tax, the Industrial 4\)x included a tax on 
turnover, and this burdened non-governmeiital enterju'ises from 
I wo to four iiuics as heavy as governmental and societary con- 
cerns. Again, in the ease of the Income Tax. whereas the fornua’ 
could be taxi'd so high as 40 per cent., the maximum for the 
latter was S pi'r cent. The inevitable outcome of tliis policy w’as 
to cause private enterprise to decline substantially. 

iSubseijiK'iit devi'Iopmcnts and chaugi's decided on in ^lareh 
1920 are noticed brii'Ily in tlu' last two pages of the present 
('dition. .Mainly these providi-d that, for the })urpose of balancing 
tlic Imdgi't. all-round inercasi's in both direct and iiidireel 
taxation were deens'd. 

in considering the book as a whole, Ibofossor llaensel is to 
be congratulated on bis lucid handling of a mass of complex 
material. His jiowers of detailed writing, joined to a dui^ sense 
of i)ro])ortion and elu’oiiologieal perspective, give the reader a 
minute pieture of the sequence of oA^ents and policy. Jhit the 
need is felt of more (‘xtensive and pemdrating economic analysis 
iu respect of such problems as the capacity of State and societary 
industries to furnish their taxable quota; and the repercussion 
of an excess! A’e turnover tax on private initiative, as avoII as on 
consumption. More adequate attention might have been given 
b) a reform of the Income Tax considered in relation to the d'ax 
nu rurnoA^er — in this connection the views of the Cohvyn Com- 
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mittee are of definite suggestive interest. Further, the criticism 
of the system taken as a whole might be profitably extended, to 
include such relevant topics as cost of collection and adminis- 
tration, and the overlapping of State with local provincial policy. 
It would appear that the great merits of simplicity have been 
lost siglit of; and that future reforms would do well to take 
into account the practicability of concentrating on the more 
fundamental taxes, and w(‘lding them together into a compact 
system which will achieve a happier balance of liability for the 
various strata of producers and consumers. 

iMisprints in the text of this translation are few — they occur 
on pages 35, (37 and 02 — but the tables on pages 23, 25, 26, 73, 
134 and 168 contain errors which call for correction. These 
apart, the work merits attention as a discussion of an interesting 
experiment in taxation policy. 

J. SVKES 

University College., 

Exeter. 


The Social Ihvoluiion in Austria. By C. A. Macartney. (Cam- 
bridge University Press. 1026. 8**. Od. net.) 

No satisfactory account has been written yet of the causes 
and conditions which made tiie Austro-Hungarian Monarchy 
what she was, framed her life, shaped her institutions, and which 
will explain, on the one hand, the steady progress accomplished 
in many respects from 1866 until 1014, and, on the other, her 
catastrophe in 1018. Nor is it likely that it ever will be written. 
For the last of all the unique impossibilities, for which a historical 
sociology of Austria would have to provide explanations, is 
the sudden disappearance, not only from the map but from lh(^ 
imagination of men, of that mighty structure, which, as a 
matter of fact, not only suited the interests, but also com- 
manded the allegiance of the great majority of the people who 
inhabited it. 

We are not to look for a thoroughgoing analysis of what is 
at least a most interesting problem in the clever little book 
before us. Jlut it is the product of a cultured and observant 
mind, extremely well written, very fair in its judgments and 
quite useful as far as it goes. My only quarrel is with its title. 
For, as Mr. Macartney himself has ably shown in his text, 
there was, with the possible exception of the Bolshevist experi- 
ment in Hungary, nothing that could be called a “ revolution ” 
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at all. In a political and in a social sense there was a break- 
down — the former definitive, the latter temporary— under the 
pressure of suffering and defeat, but very little revolutionary 
impetus. The first three chapters are, on the whole, a very 
good introduction for the general reader to the author’s main 
subject, the achievements of the Austrian Socialists when in 
power. Ho shows more justice to the Habsburg regime in his 
first chapter — “The Dynasty” — than many an Austrian writer 
of memoirs who ought to — and proba))ly does — know better. 
The second — “ The People ” — is little mon' than a sketch of the 

ri.se of the Socialist party. And in the third Dissolution ” 

the picture drawn is bound to .suffer from the insufficient ac- 
quaintance of the painter with the original and cannot, in its 
general effect, bo commended as relia])le. In justice to the 
memory of a perfect gentleman of kindly disposition, it may, 
for instance, bo allowed to say, that nobody who knew' Count 
Stiirgkh would ever tliink of styling him either as a “ mighty 
and clc.spotic figure ” or a.s “autocrat,” and that Dr. Adler did 
not, as far as I know, kill him for anything he had to reproach 
him with, but onl}^ in order to set a geiK^ral (‘.xample, a frame 
of mind in other rcsp('ets very w’ell described by Mr. Macartru'v 
himself. 

After having given, in his fourth chapter, a vivid picture 
‘of the vicissitudes of the new republic, Mr. Macartney proceeds 
to what is (icrtainly one of the best things ever written on Austrian 
Socialism — wdiieb, for several reasons, re])ays study in a measure 
i[ui(c out of prop-ortion to the importance of the country. These 
I wo eliapter.s are the centre of tlie l)ook and may claim the 
attention of tlie speciali.si. Clo.ser study and a richer supply of 
facts w^ould, liowever, have enhanced the value of the remaihs 
on the “ sociali.sed ” undertakings, and less than justice seems 
to have been done to the financial ])oliey of the Socialist towm 
council of Vienna, whose remarkable success does not, perhaps, 
stand out as much as it ought to. 

The author is less familiar wdth the* problems of the Au.striau 
peasant, but the general imprcs.sion given is sufficiently near the 
truth. An unguarded remark might betray the general reader 
into underrating the importance of t he larger — mainly aristocratic 
-landowners, and another into the belief that the land of the 
Church is mainly let to tenants, wdiicli is not so. The reviewer, 
judging from himself, expects that the r(*a(UT will enjoy the 
humour of the last three chapters. Still, thinking as highly 

he does of Mr. Macartney’s powers of wndl-halanccd judgment, 
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lie confesses that he would have liked to have his views on in- 
dustrial, commercial and financial problems a little more explicit 
and better nourished with facts than they are. 

Joseph A. Schumpeter 

Bonn. 


Jiahjs Econotnic Inlernational Position. By Constantine E. 

McGuire. (New York: The Macmillan Co. 1926. Pp. 

xviii + 588. $3 ; and London : George Allen & Unwin. 

I2s. net.) 

Mr. McGuire’s volume will deservedly remain for a long time 
the standard reference book in English-speaking countries on 
Italy’s prCuSent economic conditions. Italian students will be 
also obliged to recur to it, as the author has compressed in a 
compact volume much information which one would liavc been 
obliged to seareli for in innumerable public and private publica- 
tions; some of them, indeed, not accessible in their country of 
origin, as, for instance, the mcmiorandums ])resented to American 
and British Governments by the Italinn Treasury at the time 
of the settlement of war debts. One of these memoranda, by 
Professor (’orrado (Jini, is annexed, as Apinuidix G, to the present 
volume. What painstakijig industry, sound judgment, careful 
criticism can produce, we have in this volume. Of course Italian 
readers may, from time to time, feel that the writer is a foreigner, 
a sympathetic and scholarly-minded foreigner, but, as such, 
liable to the unavoidable consequences of not being born in the 
country. Mistakes on matters of fact arc few, incredibly few in 
a 600 pages volume; an anticipation of an elective Senate, 
pursuant to projected reforms, as yet not enacted (p. 11); the 
abolition of the Hour tax dated 1S94 insi(‘.a(l of 1884 (p. 65); the 
capital levy ascribed to Signor Soleri instead of to Signori Tedcseo- 
Schanzer (p. 09) ; the beginning of the monthly Treasury state- 
ments referred to the year 1024, while they are much older 
(p. 331) ; the budget category of “ entrate c spese rcali ” made tu 
comprehend all the four categories of the budget, instead of 
only the first three (p. 332) ; the tax on mobiliar incomes said 
(p. 426) to be in 1864 a “ capitation ” tax, while it was an 
“ apportioned ” tax according to Bastable’s terminology (Public 
Finance, 3rd cd., p. 273) ; the land and buildings tax rates said 
to be as yet progressive, when their graduation was abolished 
from January 1, 1925 (p. 433); such and other minor techni- 
calities relating to scale of graduation of the super-tax on income, 
additional local surtaxes, date of payment of taxes, are the only 
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flaws an hypercritical censor could discover in a volume full of 
elaborate statistics, detailed historical narrative and fine un- 
ravelling of difficult financial mysteries. 

The volume contains a text and seven Appendices; a much- 
to-bc-praised arrangement, as the more searching reader may thus 
find in the Appendices the discussion of the main ideas and 
conclusions of the text, to which the more cursory reader may 
confine himself. What are the resources — land, industry and 
population ; what the financial, international trade and currenev 
situation of Italy before, during and after the war; what the 
present prospects for stabilisation; wliat the best (economic 
])olicy to follow in future; these are briefly the predominant 
topics of the volume. Mr. McGuire’s point of view may be 
described as that of an anxious optimism. Tie is o[)timistic 
because he appi'cctates gi’catly wdiat Italy lias already done in 
the field of reconstruction of Iht taxation system and of the 
general, railway and post office budgets ecpiilihriiim. He is 
anxious because he sees our country surrounded by so many 
difficulties. In the last chapter he enumerates the conditions 
oil which the economic progress and the salvation of Italy 
depend : she needs “ the maintenance of free international 
access to foreign food -stuffs and raw mati'rials " because her 
territory is small and poor, and her population is rapidly increas- 
ing; she “stands to gain from the moderation of protective 
policies in the world at large,” and she has “ a paramount 
interest in the free and unrestricted movement of liuman beings 
from one country to another.” None of these conditions depends 
mainly on the free-will of Italy, and the problem is, liow to 
])ersuadc the nations of the world at large of the utility and 
necessity of the free interchange of men and goods ? After the 
]>ractical exclusion of Italian immigrants from tlui Ibiited States, 
the population and emigration problems of Italy have become of 
the acutest. As a consequence of all these unciTta inties, ^Ir. 
McGuire feels uneasy about the capacity of Italy for maintaining 
the equilibrium of the international balance of payments. With 
an excess of imports over exports of goods of about 1500 million 
gold lire, with a 600 to 800 million gold lire of interest burden 
in the near future if all the projected foreign loans to industry 
come to maturity, Italy has a precarious set-off of 1500 million 
gold lire from emigrants’ remittances, foreign travellers’ expendi- 
ture, merchant marine gains, etc. 

I have grown sceptical about international payment deficits. 
Ever since Pietro Verri, the celebrated author of the Meditazioni 
Ecovomia Poliiica (1769), was obliged to reduce his estimate 
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of the excess of imports over exports for 1762 in the Duchy of 
Milan from 9*5 to 1*5 million lire, the outcry against deficits in 
the international trade balance of Italy has never abated. The 
final result of a secular series of so-called deficits was that in 191.3 
the total foreign holding of Italian State and private securities 
and investments — i.e. tlie total resulting indebtedness of Italy 
to foreign countries — might bo estimated at 1500 million lire 
State securities, 750 million lire private securities and 1370 
million lire of capital investments; total 3600 million lire — 
truly not an appalling price to pay for a country which from 
IHOO to 1913 had to build the whole State, railways, ports, etc., 
macliinory, and stai't new industry and redeem marshy lands, 
etc. The increase in public and private wealth from 1860 to 
1913 must have been many times the resulting debt at the end 
of what may be called the building period in the history of the 
new Italian State. The present problem is not mainly one of 
liow to make both ends meet in the international payment 
budget; but whether Italy is able to use to good account the 
200 million dollars or thereabouts which were lent her (State and 
Joint Stock companies) in 1925 and 1926 from the United States, 
Uroat Britain, Switzerland, Holland, and the other 200 or 300 
Tfiillion dollars which she hopes to receive and the above said 
creditor nations are, I submit, not afraid to lend her. There is 
surely a rlanger lurking in thc.se loans; and we must be grateful 
to Mr. McGuire for explaining tin; danger so vigorously in his 
boolv. The danger is that fondgn loans may bo considered by 
lax-minded industrialists as a substitute for inflationism. Being 
no more able to get notes from the Bank of Italy to pay for 
raw materials, wages, etc., they may recur to foreign loans, i.e. 
to purchasc.s of machinery and raw' materials in foreign countries, 
provisionally settled with promises to ])ay at some future time. 
'Jhis wamld mean postponing the unavoidable liquidation of 
overgrown concerns, burdened with an undue proportion of 
locked-up savings and lack of circulating capital. Undoubtedly 
Italy must pass through a period of elimination of weak concerns, 
as Germany and Great Britain did, after their return to gold. 
Foreign loans must be restricted to the reproductive ones, without 
postponement of reconstructions which are the necessary and 
healthful results of the credit restriction policy. But clearly 
economists cannot do more than point out the existence of the 
problem; and I hope that bankers in foreign countries and 
industrialists in Italy will echo Mr. McGuire’s timely warnings. 

Luigi Einauoi 
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Produzione^ salari e redditi in una regione risicola Italiana. By 

Salvatore Pugliese. (Milan : Univcrsita Bocconi. 1926. 

Pp. viii + 276. lire 35.) 

Eighteen years ago I published in the Economic Journal 
(Vol. XIX., 1909, p. 277) a review of Due secoli di vita agricola, a 
scholarly book in which the author, Salvatore Pugliese, opened 
a pioneer path in the history of prices, land values, wages, rents 
and profits in Italy. His selected field of work was the district 
of Vercelli, an agricultural region extending to about 313,000 
acres, mainly situated in the plain between the Po and the Sesia 
rivers, in the Piedmontese region. My review ended with an 
expression of hope that the painstaking work by Signor Pugliese, 
which, in a very much smaller field and for a shorter length of 
time, may be rightly compared with the great works of Rogers 
and D’Avenel, might be followed by other investigators in other 
Italian regions. Alas ! after so many years Signor Pugliese 
remains a pathfinder ; and if we wish to read a sequel to his old 
work, we must perforce recur to his new book. 

The field of work is the same ; and the object of his researches 
are, as of old, agricultural land values, prices, profits, rents, 
wages in the Vercellese region. Only the time is dilTercnt. The 
old quarto volume contained the history of the two centuries 
from 1700 to 1900; the new octavo book continues the narrative 
from 1900 to 1925. Perhaps because there were to be ascer- 
tained present-day facts, 1 have obtained the impression that 
they were the more difficult to gather. Old facts do not trouble 
anybody, and if sources are existent they are readily open to 
investigators. Present facts and figures may bo of some conse- 
quence to conflicting individuals, classes and parties; and 
enthusiastic researchers sometimes are subject to receive chilly 
replies to their importunate questions. Signor Pugliese has 
well surmounted the initial difficulty; and has, moreover, secured 
data which probably would have been for ever lost, had he not 
saved them from the oblivion of men and time. 

As scholarly as his first book, his new contribution is more 
intensely interesting. The period covered was firstly signalled, 
in the pre-war times, by rural agitations, the spread of socialistic 
doctrines, the rising of the agricultural labourer to a tk'w dignity 
of life; afterwards by the war upheaval, and then by the pro- 
gressive fall of the purchasing pow'er of the lira down to about 
a sixth part of her old level. Truly a system of forces capable 
of throwing out of gear the best built economic machinery. 
Agricultural workers have come very well out of the ordeal. 
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Owing to deficiencies in tlie statistical sources and the waning 
of the annual contracts, the new scries of wages relate to labourers 
with daily or weekly contracts. Between 1700 and 1000 the 
annual wages of these labourers liad increased from 258*74 to 
471*75 lire; but as the cost of the barest necessities of life 
increased also from 208*74 to fifiC-OO lire, the margin for other 
expenses increased only from 50 to 104*75 lire, i.e, from 24 to 
20 per cent, of the primary expenditure. The successive steps in 
the first twenty-five years of the present century may be stated 
thus; wages: 401*75, 000*10, 4010*20 and 5078*45 lire, respec- 
tively for the years 100l~5, 1000 -10, 1021 and 1025; cod oj the 
ufiresl nccessUies of life (if supposed unchanged from the 1700- 
1000 level): 300*00, 302*37, 2100*00 and 2005*07 lire for the 
juime four dates above said; margin: 104*70, 210*73, 1843*24, 
3012*48; proportion of the margin to the primary expenditu re : 
20, 55, 85, 113 per cent. 

Twenty-five years of social agitation and of war and post- 
war turmoil were sulficient to eltect a radical change in the 
condition of the agricultural masses. W'hereas they had at tlu^ 
beginning of the prcscait century an unchanged — as against ttvo 
centuries before —nnirgin above the simplest mean of cxistcuico, 
they can at present, with a margin of 113 per cent., purchase 
very much better food and improve their house and other ex- 
penditures. The food they have, vastly bettered; for a bcU(H' 
h(jme they care as yet not much. Some of them save and invest 
in land. Even in a region, as the Vercellese irrigated and rice 
cultivated plain is, 2)rcdominantly favourable to great farming, 
tlic ])roportion of the total land possessed by very small pro- 
pj’ictors (up to about 10 acres), has increased from 7*5 per cent, 
in 1740-80 to 17*0 per cent, in 1005 and to 20*5 per cent, in 1025 ; 
the [)art held by small propiietors (from about 10 to 30 acres) 
increased also from 0*2 to 11*1 and to 12*8 per cent, at the three 
dates aforesaid ; while the })art held by medium-sized proprietoi s 
oscillated between 18*3 per cent, in 1740- 80 to 20*2 per cent, i/i 
1005 and 17*2 per cent, in 1025; and the remaining portion ol 
the total surface held by great landowners (above 100 acres) 
diminished from 05 per cent, in 1740 80 to 50*8 per cent, in 1005 
and to 40*5 per cent, in 1025. 

The rent of land is ap})arcntly also greatly increased : from 
181*27 lire per lu ctare (2*5 acres) in 1001 to 207*48 lire in 1013 
and to 1248*65 lire in 1024; but if wc translate these paper lire 
into gold lire, wo obtain; 181*27 to 202*36 and 278*37 respec- 
tively ; so that the rent of land seems to have only very moder- 
ately increased after the beginning of the continy, and, if wc 
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take account of the decreased value of gold, positively decn;ascd 
after 1913. The lag in tlie rent of land increase is due to tlui 
fear of risk incurred l.\y farmers in ol)liging thoinselves to pay a 
fixed rent in paper lire. What will happen if the lira is to be 
permanently revalued ? This fear explains tlie growing popu- 
larity of the custom of contracting rents payable in rice or wheat, 
or a combination of tliem and other agricultural products. In 
cases where the rent is a rice-rent, the value of it may Ijc 
estimated at 301-03 gold lire in 1922, b97-70 in 1J)24, 709-07 in 
1925. It thus ajjpears that, if the risk of variable moiK^y wenj 
eliminated, landowners would be aide to obtain a considerable 
increase of rents. On the contrary, prices of land, which w(M(i 
about 4000 lire per hectare at the beginning of the century, 
increased to 5000 lire in 1913 and to 30-000 (paper) lire in 192.’), 
corresponding to 01 85 gold lire, a price less than the pre war 
5000 lire if we take into account the depreciation of gold. In 
buying land, buyers cannot insure themselves against the risk 
of an appreciation of the lira; and ])rices therefore remain at a 
lower comparative level than rice or wheat rents. Tanners 
could not, however, [)ay the increased rice or wheat rents if they 
were not able to [)ush production to limits undreamed of in past 
times. The staple lu’oduct of the region, rice, has increased from 
2-00 metric tons of raw' rice per hectare to 4 tons in 1890 90 
and to 4-5 in 1021-21. But these are average yields; in the 
))est farms, yields of from 7 to 8 tons per hectare are by no means 
uncommoii; and it is not improbable that, in a not too distant 
time, they will become the avenige yields, while the best farimns 
will reach 10 tons per hectare. The most progressive farmers are 
beginning to adopt the practice of the transplantation of tin; 
rice, by which practice nine-tenths of the soil is made free from 
January to June, and capable of an intermediate culture. Tlu^ 
Vercellesc soil may truly be said to have been built and rebuilt 
several times in the last two centuries. It would be unthinkabki 
at present to repeat the severe judgment of Arthur Young wlien 
travelling from Turin to Vercelli : “ Here is a great field, which 
was under rice last year, now left to weeds, with hogs feeding. 
Why not sown with clover among or after the rice ? ” (Trai'cls 
in Frame and Italy, 2nd ed., 1794, Vol. II. p. 230). Not a bit 
of land is lost to-day to cultivation, and the time of a universal 
two crops in succession each year seems near at hand. Only by 
unremitting efforts towards increased production can farmers 
hope to maintain profits on the face of increasing real wages 
and land rents. 


Luigi Elvaudi 
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Prospettive Economiche : 1927. Giorgio Mortara. (IVIilan : 

Universita Boccoiii. 40 lire.) 

Uevoluzione economica italiana nclVultimo cinquentennio. Vin- 
cenzo PoRui. (Stab. Tipo. C. Colombo : Rome. 1926.) 

Professor Mortara’s volume, now in its seventh annual 
issue, is almost entitled to be rc'^ardod as an Annual Register of 
Italian commercial economics. Whilst he carries on much of the 
work treated previously in Bachi’s annual L'ltalia Econornim, 
yet he deals with matters more from the view -point of W eltwirt- 
schafty endeavouring to place Italy in its correct position as regards 
world production and consumption, and omitting many of the 
social movements dealt with by Bachi. 

Like its predecessors, the 2 )resent issue is marked by that 
carefulness in comj)ilation which we should expect from its author, 
and a caution in coining to conclusions which seems in places 
(particularly the very short paragraphs under the heading 
“ Situazione Prospettive ’') to be excessive. In the closing 
chapters he brings out clearly the monetary and financial move- 
ments in Italy; the fiduciar}^ circulation remains aggravatingly 
and steadily high, whilst the lira advances steadily. But it 
seems that the position of the lira in terms of the pound and the 
dollar has been located, and it is only a question of finding the 
exact point for replacement on a gold basis. From Professor 
Mortara we should value some more detailed economic analysis 
of the figures with which he deals : it would be useful also if ho 
could give us some information as to movements of wages and 
Italian iiiteinal costs, as to capital developments both as regards 
Italian-owned and foreign-held capital in Italy, and as to Italian 
revenue methods. 

Professor Porri deals with the economic progress of Italy 
during the last fifty years; one may say progress rather than 
evolution, if one puts aside superior and, usually, unfounded 
views as to Italian economic inferiority. To read Italy correctly 
we have to remember that Italian unity preceded only sligldly 
German unity, but whereas the latter meant merely the political 
adhesion of well-developed groups under the force of powerful 
economic attraction, in the case of Italy it meant merely the 
gathering of clay to make the bricks which only now, nine years 
after the close of tlie Great War, can be said to be assuming the 
shape of a permanent building. 

Professor Porri ’s work is a history, written in admirable style, 
of the long-phase development of each branch of his subject. 
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Each branch, without descending to mere geography, he illustrates 
witli local detail, and makes the most of his advantage as an 
historian over more matter-of-fact economists. The chapter 
on agriculture stands out specially. After fifty years of industrial 
revolution the rural population of Italy has only declined 26 per 
cent. (1871 to 1925), and, as regards industrial occupations, onl}^ 
4 per cent, of industrial units employed more than 250 persons 
in 1911. Of 6,064,000 land holdings assessed for taxation in 
1924, 5,210,000 average 0-49 hectares or 1-2 acres, 540,000 average 
16 acres, and a further 173,000 average 74 acres, all this witliout 
reference to fertility. On the other hand, 77*4 per cent. f)f 
industrial undertakings in 1911 employed 2 to 5 persons. Despite 
the growth of large-scale industries since then, the small work- 
shop disappears only slowly. Wheat is still the main })rodiict, 
yet homo production and import move steadily upward with 
population, and the homo production is the one variable of the 
tlirec which seems to be subject to limitation. 

The balance of payments in 1922 showed a deficit greater 
than that for 1909-13, a deticit w'hich has since been reduced 
steadily as a result of the policy of I)i Stefani and his successor 
Volpi, but the matter is a serious one for Italy : invisible exports 
consist mainly of emigrants’ remittances and tourist expenditures, 
wliile the adverse item “ interest on investments ” is likely to 
increase rapidly in the future in view of recent American, British 
and other foreign advances to Italian industry. A definite ])olicy 
of restriction of imports means any of three things ; cutting-down 
raw materials with hampering of industry and reduction of 
taxable capacity; reduction of food-.stuff import, but Italy must 
live whilst the “ battle of the grain ” is being waged; reduction 
in manufactured imports which would send up implement and 
fertiliser prices against an agriculture whicli is saturated with 
labour and starved of capital. The onh^ solution is economy and 
“ effort,” and wdth this last word in mind we can forgive Professor 
Porri for his closing effusion on ” I Cavalieri del J^avoro,” after 
reading his book with so much pleasure. 

A. SoUOnKlETU) 


La Vie Econoinique Internationale. Par Barth elemy Raynaud. 
(Un vol. in 16+490 pp. Paris : Sirey, 1926.) 

Dans I’Avant Propos rautcur dit : “ II est impossible aujour- 
d’hui de bien analyser aucun phenomcme economique, aucun fait 
social, sans tenir comptc de rasj)ect international du problemc. ’ 
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11 est vrai, inais c’est pourquoi le litre de ce livrc cst un pen 
vague ct son cadre un pen indetcrmin6. C’est en reality tout 
un traite d’Kconomie Politique et ou Tauteur a riicune conserve 
la division classique, production, circulation, repartition, con- 
soinmation, et, a ajoute, unc cinquieme partie sur Ics questions 
sooiales. Kccessaireinent pour embrasser un si vaste domainc 
rautcur n’a pu donner qu’une tres petite place a chaquc question, 
par exeniple 20 pages an coininorce int(‘rnational. 

Toutefois I’anteiir fait reinarquer quo son but ii’est pas de 
trailer les questions economiques cn clles-iucinos, inais, les 
supposant connucs du lecteur, d’indiquer “ les organisations, 
institutions, ct traites, qui tendent a une regleinentation inter- 
nationale dc ccs questions.” C’est une etude pureincnt didaotique, 
sans controverscs, et dans laquellc I’auteur s’abstient meinc 
generalcinent dc donner son opinion personnelle. Ce livre no 
fournit done pas inatiere a une analyse critique. Mais ou pout Ic 
recoinmander a ceux qui desirent etre au courant du mouveinent 
international. C’cst une sorte de Yearbook oii Ton trouvera 
la date de naissanoc, riiistoiro sominaire, et le programme dc 
presque toutos les innombrables associations et conventions, 
publiques ou privees, qui arborent le litre d’internationales. 

Cette vaste documentation est assez reconfortante car elle 
montre combien sont nombreux les liens de solidarite ontro k's 
peuples. En sc croisant et en so resserrant, ces liens finiroiit 
par embrasser tons les pays dans unc Union Economique mondiaJe 
laquellc pourra fournir a la Ligue des Nations uno base plus solide 
quo cello purement diplomatique sur laquellc die repose aujour- 
d’hui. Charles Gide 

The Industry and Trade of Japan. By S. Uyehara, M.Se. 

(London : P. S. King & Son. 1U27. Pp. xv + 32G. Svo. 

15,s. net.) 

About the end of the fifteenth century the author of the 
Venetian Relation recorded his impressions of the English : “ great 
lovers of themselves . . . and whenever they see a handsome 
foreigner they say that ‘ lie looks like an Englishman,’ and that 
‘ it is a great pity he is not an Englishman.’ ” It is even so with 
us to-day when we refer to Japan or the Japanese as the “England ” 
or the “ English ” of the East. We see in them characteristics 
which we believe to be common to us both — an ardent patriotism, 
an industry, a resolution and resource which have enabled us 
literally to fight our way to the front in maritime power, in com- 
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merce, and in the acquisition of overseas dominions by conquest 
and settlement, to pass from a predominantly agricultural to a 
highly industrialised economy, to witness a rural exodus to the 
towns, the rapid rise of great centres of industry under a factory 
system, with social «aud labour troubles necessitating Factory 
Acts, legislation as to Trade Unions, strikes, and the like, and to be 
faced with the problem of a dense population cooped up in small 
islands dependent largely upon imported food and foreign trade 
for subsistence. The economic history of Japan for the last half- 
century reads very much like a compressed version of our own 
economic history for four centuries. In some respects it is 
where w'e arc ; in others it is where wg have been at an earlier 
stage of development. As Mr. Uyehara unfolds the story of 
the dev('lopment of Japan since the Meiji Restoration in 1868, 
we may say sympathetically to our loyal and efficient allies, 
We have been through it all ourselves.” Tn a bri(‘f introduction 
Baron llayashi ])raises the author's endeavour ” to increase the 
mutual understanding and goodwill which has so long existed be- 
tween the island nations of the East and the West. . . . To know 
a friend’s difficulties and struggles is to appreciate his achievements 
or to commiserate his failures. It is for this reason that I particu- 
larly commend Mr. Uyehara’s record of my country’s economic 
development to the sympathetic perusal of the British public.” 

The record is restrained, unvarnished, severely statistical, 
and nevertheless lucid and highly interesting. Until the American 
fleet under Perry anchored in Tokyo Bay in 1854, Japan was a 
closed wtjrld. It opened itself to foreign intercourse in 1858. 
Its renaissance dates from the Meiji Restoration, 1868. Its 
mettle was tried in the civil w'ar of 1877 — the Satsuma Rebellion. 
And it leapt into the j^lace of a great Power by its victories over 
China , 1894-5, and Rus.'^ia, 1904-5. The value of Japan’s services 
in (he World War do not appear to have been adequately chronicled 
up to the present time. Each of these three successful w-ars 
stimulated trade and industry in Japan. Each was followed by 
a boom. Each boom gave w'ay after tw'O years to depression, 
with the symptoms of which we are unhai)pily too familiar : 
multiplicity of new' concerns, over-capitalisation in many direc- 
tions, amalgamations, reduced competition, price agreements 
and lessening of output. Formosa and Korea notwithstanding, 
the problem of dealing with a rapidly increasing population is 
acute, and is intensified by the immigration policies of other 
countries. It is for this reason that trade w ith the vast population 
of China is of the first importance to Japan. 

No. 146.— VOL. xxxvii. 
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In some respects the development of Japan has differed 
markedly from our own : 

“ Time and the Ocean and some fostering star 
In high cabal have made us what we are,” 

hut Japan has been less indebted to conjuTictur and more 
to the deliberate policy of far-seeing and enlightened administra- 
tion. Banking and transport were the first concern of those who 
wished to stimulate her commerce. They had not to wait for 
the growth of commerce to call them into being. When a house 
is built in Japan the roof is first finished and then the work is 
carried downward. In like manner the progress of Japan has 
been engineered largel}' from above. Mr. Uyehara describes the 
growth of capital investment, the conditions of labour (“taking 
Japanese industries as a whole the proportion is roughly 60 per 
cent, women workers to 40 per cent, men ”), and then examines 
the representative industries one by one. We see their past and 
present condition and their outlook. The natural resources of 
Japan and their limitations are considered, the lack of fuel and 
native iron, the possibilities of electrical ix)wer, the passing 
advantage of cheap labour, and other i)roblems are touched 
upon, and the conclusion is arrived at that food-stuffs must be 
freed from taxation if Japan is to hold her own in foreign trade. 
The work is, however, in the main expository and realistic. The 
preface is dated July 5, 1925, and the book seems, therefore, 
to have been a long time in the press. In 1927 the menace of 
artificial silk to raw silk (which accounts for nearly two-fifths of 
Japanese exports) would probably appear to the author to be 
much greater than when he wrote, though even then he points 
out that the artificial article wa.s produced at half the cost of 
raw silk. 

Henry Higgs 

Co-operation and Competition In the Jfarketing of Maize in South 
Africa. By Herbert Frankel, M.A. (London : P. H. 
King & Son, Ltd.) 

Economists when they come to investigate any concrete 
department of economic life are likely to find that they cannot 
even begin their task without suitable statistical measurements. 
In outlying districts spectacles are on sale ready made, and the 
country yokel chooses a pair that seems to suit the requirements 
of his vision. The analogy must not be pressed, but this is very 
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much the position of the economic investigator in relation to 
statistical information. He has to take what he can get, and 
frequently has to content himself with data which were not 
designed to throw light on his particular problem, though a slight 
change in the form of presentation might have made all the 
difference. 

Mr. Frankel is to be congratulated on his industry in acquiring 
the statistical data necessary for his thesis, and his skill in using 
it. After giving an account of the traditional com 2 )ctitive 
system of maize distribution the author describes the activities 
of the co-operative maize-selling societies, and shows by a ruth- 
less use of the statistical method that the co-operative system 
in South Africa is on the whole less efficient than the system of 
private merchandising, which it has only displaced to a very 
limited degree. The reader is not intended to receive the 
impression that the latter is particularly efficient either. 

ISouth African agriculture appears to live in a chronic state 
of financial and commercial dependence on the country store- 
keeper ; in the ordinary way it is the latter who buys the grain 
from the individual farmers, and after a brief interval of storage 
disposes of it, through the usual channels, for export or for 
consumption in the mining areas. Only about 30 per cent, of 
the average production of 14,000,000 bags is exported. 

A new elevator system under railway administration has just 
been inaugurated. In Mr. Fraiikel’s opinion, this will render 
unnecessary the functions of the storekeepers as collectors of 
grain, and lead to the growth of a “ futures ” market which will 
minimise price fluctuations, maintain continuity of buying and 
selling, and improve the conditions under which credit can be 
made available at all stages in the handling of the grain. 

The picture which Mv. Frankel gives of South African con- 
ditions is not very flattering, and there is no reason to doubt its 
substantial accuracy. Ho has indeed made a wide study of the 
experience of other countries in these matters, yet local atmo- 
sphere seems to have perverted to some extent his views on 
co-operation in general. 

“ The marketing of graded and standardised commodities,” 
he says on p. 127, “ presents special difficulties, but there is 
reason to believe that a large measure of success will attend the 
efforts at co-operative marketing of perishable commodities.” 
It is precisely because co-operative marketing has led to the 
grading and standardising of such perishable things as early 
potatoes, peaches, citrus fruit, apples and eggs, with conse- 

x2 
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quent improvement in production from the point of view of 
consumer demand, that it has been applied with such success 
in California and elsewhere. 

One fails to see why the system should be inapplicable to the 
marketing of non-perishable commodities which are graded and 
standardised by external agency, more especially as, according 
to Professor Boyle in his recent book on the Marketing of Agri- 
cultural Products, it appears to be true that the co-operative 
marketing of grain is by far the most important example of 
co-operation in America, and has been in successful operation 
for over twenty-five years. 

Mr. Prankcl’s essay in Descriptive Economics should i)e of 
great pj’actical value in his own couiitiy, in vvhicii not only tlic 
ethical but the economic basis of successful co-operation appear 
to have been hitherto ignored both by farmers and Uovernment. 

JosKiui Johnston 

Trinity College, 
l)>/bl>n. 


Chapt(.rs on Marhintry and l.aljunr. By Geoiuje E. Barnj:;tt. 
(Harvard University Press, Uambridge. Miiss., and Oxford 
University Press, London. Pp. vi -|- IGl. !(),>'. net.) 

''riiis is a collection of six essays in recent economic history 
reprinted from various periodicals. The first four set out to 
show how the introduction of certain particular machines —the 
linotype, the stoiie-pJaner, semi-automatic and automatic bottle- 
making machinery — in tlie United States of America atlected the 
skilled handicraftsmen ^^ho had formerly doiui the work; the 
last two add some general rellections suggested by the facts thus 
displayed. 

The book is. then, strictly limited in scope. It does Jiot 
inquire what effect the new machines had on the fortunes of 
labour as a whole. Nor floes it include any study of the < Ih'cts 
of improved machinery in a process already manned by niachiue- 
workers, unless, indeed, the second phase of the transformation 
of bottle-making (the introduction of automatic machines aiifl 
flow and feed devices which displaced the operatoj’s of semi* 
automatic machines) be regarded as an instance of tliis. It is 
concerned with the introduction of mechanical methods into 
tasks hitherto performed by handicraftsmen possessed of highly 
specialised skill ; and it considers, in each case, the fate of these 
handicraftsmen only. This circumscription of aim and content 
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has advantages. It makes for brevity and gives the vvoi*k a 
cohesion and crispness which more comprehensive treatises too 
often lack. Short monographs on single subjects, clearly and 
narrowly defined, have not had as large a place in economic 
literature as tliey ought to have had. An addition to their 
number is welcome. 

Changes of the type which Professor Barnett lias investigated 
are probably rare nowadays, and must be becoming rana* every 
year. Indeed, not the least of the services he has rendered in 
this book is to remind us that tliey were not confined to the 
epoch of wliieh they are commonly regarded as eharactei*istie — 
the so-called “ Industrial Revolution ’' — hut still (K cur here and 
there in our own M.'ieliine Age. The oarlic'st of the ex.imjiles 
which he has (‘xamiiied*-- the introduetion of the linotype — took 
place between LS87 and 1903: the latest — tlie introduetion of 
automatic bottle-making machinery — in the last twenty y(‘ars. 

His description of the jirocess of cliangc. of tlie ti*ade unions’ 
attitude towards it, and of the course of the craftsmen’s wages 
and employment wlfile it was in progress is, in every case, 
excellent: siiceinei, lucid, fully doeument(‘d, well supplied with 
relevant figures and admirably free from bias or ixuii-pri^ of any 
kind. 

His estimate of the infiuence of the changes on the fortunes 
'of the handicraftsmen is not fpiite .so satisfying, d’he problem is 
to de(‘ido whether these workers would have been better or w^orso 
olf if the machines had not been introdiici cl : and, if possible, 
how much better or worse off. TJiis raises flu* elementary hut 
fundamental difiicultv which besets every attempt to apply 
scientific method to the study of .social jihenomena : control 
I'xperiments are impossible and, in nature, the cause in wlioso 
(‘rteets we are interested liardly ever opiTutes in isolation. Pro- 
fessor Barnett is, of course, aware of this dinieultv and is never 
guilty of a crude pod hoc, mjo propter hoc (though he comes 
dangerously near one on p. 82); hut his method of meeting it 
might with advantage have been rather more elaborate. His 
statistics of wag('s, for instanee, are confimHl to the years in 
which th(^ introduction of the maeJiines was actually taking 
places : it wo\dd have been helpful if they could have been 
eanied some way backward and forward so that their course 
during the critical period could have been compared with their 
l)revious and subsequent trend. Nor, again, does he illuminate 
his information about employment in the groups alfected by the 
uiachincs by relating it to any record of the fjenerol course of 
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employment; and ho omits a similar precaution in regard to 
wages in two of his four cases. 

But no devices, however elaborate, can make a statistical 
record of historical events an altogether satisfactory substitute 
for experiment. Partly for this reason, partly because it is 
impossible to generalise from a few cases when each case differs 
so much from the rest, Professor Barnett’s w^ork belongs to 
the category of history — which deals with particulars — rather 
than to til at of science — which is interested in general laws, — 
tlioiigh his concise and dispassionate discussion of the principal 
factors on which the craftsmen’s fate deiiends in the circum- 
stances here contemplated (Chajiter V) is sound and helpful. 
As a contribution to economic history his work is first-rate and 
full of interest to everyone concerned with contemporary labour 
problems. 

The book is wtII printed on good jiaper. But its price is 
high. It has no index. 

G. F. Shove 


Kimfs College, 

Cambridge. 


Commercial Education . By Slit Wm. Ashley. (Williams & 

Norgate. 1926. Pp. ix [- 164. 5,y.) 

Business Economics. By Sir Wm. Ashley. (Longmans. 1926. 

Pp. viii + 71. 2,s\ M.) 

The former of these small books consists of four separate 
essays, surveying the existing provision of commercial education 
in England, Germany and the United States. The preface gives 
us to understand that the book is merely the first step in a much 
more ambitious programme, but it is well worth reading as a 
survey of facts with which many people are unfamiliar, and the 
rest unmindful. The first essay deals with Commercial Education 
in England under the Board of Education. The difference between 
the declared policy of the Board, and its execution by the Local 
Education Authorities, is a phenomenon common to other 
branches of our national education scheme, but in respect of 
commercial education those much-maligned “ bureaucrats ” in 
Whitehall are especially wide-awake and progressive, and the 
L.E.A.’s the reverse. Private enterprise is really little better 
than the efforts of our public authorities, and it would not bo 
easy to dispute Sir William’s conclusion that “ the whole system 
of British Commercial Education is at present second-rate, 
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contributing less than it should to the production of routine 
cicrky efficiency, and contributing little to the promotion of the 
higher qualities of business judgment.’^ The diagnosis of the 
root trouble as a defective elementary education is equally 
incontrovertible. Remedies within the limits of practical politics 
can only bring slow improvement, but that is all the more reason 
for pressing on steadily. 

The second essay is perhaps the most interesting of all, if 
only because the changes in German University Education for 
commca'cc have been so swift and far-reaeliing since the war, 
that few people have much knowledge of what has been happen- 
ing, let alone its signifieance. The issues which assume primary 
importance in German eyes will seem comparatively unimportant 
to the Englishman, and perhaps barely intelligible to the Ameriean, 
because of the ])eculiar status of the Givil Service in Germany. 
But the innovations and experiments now being made arc well 
woilh our cai’cful attention. The same applies to the doings of 
the American Universities, which form the subject of the third 
essay. If less recent and revolutionary, tlcvclopments there arc 
perhaps at the moment more important, since for that very 
reason it is more j)ossi))lo to estimate their true importanee. One 
wishes indeed that this essay had been cast in more generous 
pro])ortions, so as to include material for a more detailed and 
comprehensive judgment. The last chapter is Sir William’s 
paper to the 1921 (.’onference of the Universities of the Empire. 

BiisivGi^s Ecovoinics is neither a text-book nor a miujuum 
opus, but consists of three lectures delivered in September 1920 
at the Copenhagen Commercial College. Having drawn a dis- 
tinction IjetwTcn Tolitical Economy and wdiat he terms Business 
Economics, Sir W'illiam offers an illustration of the manner in 
which he w'ould have the latter taught, by taking as a text the 
pheiioiiKma of overhead charges. He has not attempted to make 
an original eontiibution on this subject, but to afford an object- 
lesson to teacliers of commerce students. It is to be wished that 
Sir William had more fully developed his distinction between 
Political Economy and its “ new sister,” Business Economics. 
It may be doubted whether any important distinction of subject- 
matter really exists, at any rate to-day, for the last generation 
has seen an increasing development of the dynamic as opposed 
to the static view'-point in economic science. It may be advisable 
for the commerce student to pursue a more detailed study of 
certain economic phenomena and problems, even at the expense 
of others, but this hardly justifies the idea of two more or loss 



308 


THE ECONOMIC JOURNAL 


[JUNE 


distinct and separate subjects. We rather fear, for example, 
that many of our commerce students will hail Sir William as an 
ally in the fight to abolish from their curriculum all the old 
theoretical analysis and principles of economics, even in the 
most elementary form. There is little enough study of the 
elements of economics in many of our commerce degree courses 
as it is, and the ediK^ational value of the degree, not merely in 
the production of reasoning citizens, but also in promoting “ the 
higher qualities of business judgment,” is perhaps correspondingly 
impaired. Actually these lectures are a splendid example of the 
importance of a sound grasp of economic principles, and of the 
trained economist’s approach to business problems, but it is 
perhaps a pity that Sir W^illiam did not stress definitely, and in 
more detail, what may not be so obvious to those who have been 
inadequately grounded in these fundamentals. 

el. W. F. Kowk 


Ttichird Cobden and Foreign Policy. A critical exposition, with 
special reference to our day and its problems. By William 
Harbutt Dawson. (George Allen and Unwin. 12*’. fid.) 

COBDEN no doubt acted wisely, as regards both his peace of 
mind and his eft*ectiv(‘ness, in refusing Palmerston’s offer of a 
seat in the Cabinet in .fune 18.VJ; but the fact that ho never 
took a hand in the management of foreign affairs, with the 
important exception of the Freneli commercial treaty, must 
detract from the dramatic value r)f this book as compared, say, 
with Professor VVT’bstor’s and Dr. Temperley's studies of tlie 
foreign policy of Castlereagh and Canning. I’here one could 
see principles being fashioned and tested by tlie need of meeting 
actual emergencies, whereas Cobdeii was never responsible for 
his country’s conduct and safety, was never called upon to 
translate his policy into practice. Yet such was the width of 
his knowledge of character and conditions both at home and 
abroad, such his moral courage, and such his understanding of 
the forces that were to shajx) the future, that his views must be 
of great interest to the student of international affairs both in 
Cobden’s day and in his own. Mr. Dawson is to be thanked for 
explaining .so clearly and with such excellent quotations what 
those views were, with regard to the balance of power, inter- 
vention, arbitration, armaments, maritime law, the Eastern 
Question, the United States, the Empire, and the conduct of 
foreign relations. 
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But the book is much more than a mere exposition of Cobdcn’s 
doctrine with sympathetic commentary. To Mr. Dawson history 
is present politics ; he would have felt unworthy of his hero, 
he tells us, if he had shirked the duty of a])plyiiig his teaching 
to present problems and avowing freely his own conclusions. 
Consequently a large part of the boolc is devoted to telling us 
what Cobden would liavo thought — ivc are even given a speech 
lie would have made — had he been alive to-day, and a larger part 
to expounding the author’s own views on the foreign and colonial 
policy of the Entente Powers in tlie present century. Many of 
his readers will regret that Mr. Dawson did not resist tliese 
temptations ; they would have ])ref('rr(*d to imagine for them- 
selves Cobden ’s attitude to present-day affairs, and they will 
feel that Mr. Dawsoii’.s ratlu’r angry pampldeteering not only 
disturbs the historical picture but presents the subject in a 
manner so partial as to be misleading. To them, such statements 
as that the French Government and dijilomatisls, “as the 
world now knows, were bent on a war with Germany as soon as 
British military and naval co-operation could be counted on 
with confidence” (p. 204), or that “long before 19U Great 
Britain, in effeet, was as securely tied to France as Russia had 
been since 1893 ” (p. 288), will seem no less out of place than 
.unwarranted. The unfortunate but ine\'itable result of allegations 
that so far outrun the evidence is to turn the reader from fruitful 
study of Cobden to mere distrust of his jianegyrist. 

It is interesting, nevertludess, to sjieculate how far the 
establishment of the League of Xations would hav(‘ modified 
Cobden’s views on the rights of neutrals at sea and the collective 
coercion of an aggressor State. Would he have undergone the 
same conversion on these points as President AVilson, whom he 
so strikingly prefigures ? And would lie have looked on the 
Ijcague itself as an entangling or a disentangling alliance ^ 
intensely sympathetic as he was to American political thought, 
which direction would lie have dt'sired it to take? 

One or two slips in the book should be mentioned. ^letler- 
nieh and Hardenberg would surely have been as deeply shocked 
hy the statement (p. 4S) that AuMria and Prussia only ranked 
as Great Powers after 1818, “ thougii for a long time expected 
to sit below the salt,’’ as Earl Grey would have resented the 
charge (p. 61) that he ever contemplated tlie dilution of the 
IIoiisc of Lords by an “ infusion of plebeian blood.” Lord 
John Russell did not become Earl Russell “ by succession,” as 
wc are told on p. 259; and to speak (p. 237) of “ the unlettered 
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masses of the people ” as taking the right moral line in the 
American Civil War “ by unfailing instinct seems hardly 
consistent with what we have previously read of the part played 
by public opinion in the Crimean War. J. R. M. Butler 
Trhiily Coll eye, 

Camhrkhje. 

Calendar of Plea, and Memoranda Bolls recorded among the Archives 
of the Corporation of the City of London at the Guild Hall. 
Rolls Ah/ -AO, A.i). 1323~13()4. Edited by A. H. Thomas, 
]\r.A., late of St. Catharine’s College, Cambi i(lg(‘, C.'lerk of the 
Itcconls. (Cambridge University Press. 1020. 155.) 

iMii. A. H. Thomas lias already laid all .stmhmts of the economic 
and social history (4 niediieval London under a heavy debt by 
his Calendar of Letters from the Mayor and Corporation, and he 
lias increased it by proflucing the present volume. It coasists 
of a Calendar of the Plea and Memoranda Rolls of the Corporation 
of th(‘ City for the years 1323-1304. Its value is increased by a 
learned introduction, in which the editor discusses of the nature 
and provenance of tlie documents included and givTS a short 
account of the development of the iiowcr and ailministrative 
machinery of the City. The story is a tangled one, and no more 
competent guide could be found than Mr. Thomas. 

Certain among these documents throw light upon the national 
})olitics of the period, in particular on the movement which led 
to the deposition of Edward 11. But their principal inten'st 
for the economic historian consists in the glimpses wdiich tlay 
afford of the commercial and industrial conditions and policy of 
the period in the greatest centre of economic activity in the 
country. There are several letters which have as their subject 
the vexed cpiestion of the relative advantages of a home or 
foreign staple. There are some characteristic gild rules (tla^ 
pouchmakers and goldsmiths); certain examples of incipient 
trade unionism (among, e.g. the carpenters, bakers and cord- 
wainers), numerous cases of forestalling and a curious case of a 
trade combination attempting to use a Court Christian to compel 
a recalcitrant member not to sell below the price fixed. IMost 
interesting of all are the proceedings arising out of the Great 
Plague and the Ordinance of June 1349 forbidding labourers 
to take more than the customary wage. Cases of craftsmen 
demanding higher wages, and sellers higher prices, begin at once, 
in July of that year, and recur for the next few months on almost 
every page of the volume. R. H. Ta^vney 
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Elements of Mathematics (for Students of Economics and Statis- 
tics). By D. Caradoo Jones and Professor G. W. 
Daniels. (Liverpool University Press and Hodder & 
Stoughton. Ss. Gd.) 

Mathematics can be of service to the student of economics 
in two ways — it provides the statistical technique with which 
he can handle his raw material, and it provides certain concepts 
which greatly clarify theory. There are already in existence a 
good many short cuts to the first end; the originality of Mr. 
Jones’ and Professor Daniels’ book is that it attem])ts also to 
contribute to tlie second. In this it cannot be held to be wliolly 
successful, for the greatest service of mathematics to the economic 
theorist can hardly be performed without some real mathe- 
matical discipline. But if the non-mathematician must be denied 
Pareto’s sudden flash of illumination when he saw that the 
equations for the equilibrium of supply and demand were 
analogous to those he knew in statics, there is at least no reason 
why ho should not penetrate some way into statistics, and from 
acquaintance with the elements of co-ordinate geometry and 
calculus given in this book, lose his terror at the sight of a curve 
or a differential coefficient. 

J. U. Hicks 

London School of Economics. 



NOTES AND MEMORANDA 

TiiR rKjsir Fkee State Tareff Footwear 

Tn hi.s Financial Statcincnfc to ilio Dail outlining the l(‘gislation 
which I ho Govorninont of t he Ji ish Free State proposed to embody 
in the Finance Bill for the year 1924, Mr. Blythe, the Minister 
for Finan^M\ explained Avhy a taritY on boots and shoes had been 
accepted by the Executive Council. A limited experiment in 
the use of a tariff was to be made with the hope of stimulating 
industry in the Irish Free State. “We have selected as the 
main case for the proposed ex})eriment the Boot and Shoe In- 
dustry. This industry is one wdiicli should flourish in the Saor- 
stat; and if it were strongly developed should lead to the re- 
surroctioii of an important tanning industry which would link 
it with the main agricultural industry of the country. At ju’csent 
the manufacture of boots and shoe's is carried on to some extent 
in the Saorstat, but about fourtc'cn -fifteenths of our requirement.^ 
are imjiorted, the annual value being over £2,000,000. Tlie 
pi’oposal i have to make to the Dail in this case is that there 
should be impo.sed a Cu.stom.s Dufy of 15 per cent, ad vahroa'' 

The tariff of 15 jier cent, was apjiroved by the Dail and is con- 
tained in the Finaiu;e Act 1924, section 19. 

It was realisv'd by the Iri.sh Free State Government that this 
tariff wT)uld bt' revenue producing for .some considerable time, 
and therefore not more than jiartially ]m)tective. ft was thonghl 
that British manufacturers of boots and shoes might esfabli.sh 
branch factories within t ho tariff wall. This had already happened 
in the case of manufacturers of tobacco and cigarettes, and 
subsequently hajipened in the case of tolTeo and sweet factories; 
but no British manufacturer iuis up to the jin'.scnt, nearly thie-' 
years after the imjiosition of tiio tariff, enterc^d fhe Irish 
State for the manuhicturing or finishing, and flu* 

trade done by British firms with the Irish Free Stale has not 
decreased since the duty commenced to operate. There arc 
many divergent statements made by residents in the Irish Free 
State regarding the effect upon prices of the tariff, and it is the 
pur])osc of the present article to trace the history of the tariff, 
as disclo.scd by the available statistical material, since May 1924. 
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The intention of the framers of the tariff was to “ develop 
strongly ” the boot and shoe industry and with it the tanning 
industry. If one might express the Government’s reasoning 
in plain terms, it must have been something like this. “ We 
import approximately 3,500,000 pairs of leather boots and shoes 
each year. We want to produce more and to import less. We 
realise that the efficiency of the British manufacturer is more 
than 15 per cent, higher than the efficiency of the Saorstat pro- 
ducer ; but we must allow British boots to continue to enter 
the country, because otherwise the people must largely go without 
footw’ear. By taxing foreign boots to the extent of 15 per cent, 
we are simply giving an indirect subsidy to the Irish Bree State 
manufacturers to enable them to increase the ir output. If we 
wanted to have the whole of the domestic marked, a tariff of 
much more than 15 per cent, would be neces.sary.” If this 
reasoning is not coirect, then it is difficult to understand why 
such an inadequate tariff was imjK>cd. The continued im- 
portation of British boots and shoes, without any decrease in 
the quantity, proves that the British manufacturer can compete 
with the manufacturer in the Irish Free State despite the 15 per 
cent, tariff. 

It may be taken for granted— the external trade statistics 
vill tell us - that the British manufacturers of bools and shoes 
did nut allow their reasoning faeultie.s to remain dormant at 
this turn of events in the Irish Free State. Of their total export 
of boots and shoes (of leatluT) the Irish Free State takes one- 
third. It is therefore, an important market : by far the most 
important individual maiket for British boots and shoes. Nor- 
mally in the past (the British manufactun'r might have reasoned 
in January 1924) we have vsent no more than 2S0,00i) ])airs of 
boots and shoes into the Irish Free 8late each month. Our 
customers in the Irish Free State have hinted to us that there 
may be a tariff on boots and shoes in the 1924 Finance Bill. 
Between now and the date of the tariff we shall .send a large supply 
to meet the demands of our customers there. ... in the 
result they sent : 

352.000 pairs in February, 

403.000 pairs in March, 

430.000 pairs in April, 

585.000 pairs in May. 

But that is merely a forestalling of the tariff, and the June ligures 
show the reaction to an exceptionally low figure of 150,000 pairs. 
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Henceforth the trade must be kept going on more normal lines. 
The British manufacturer can add 15 per cent, to the price of the 
goods and trust to his more-than- 15-per-cent, extra efficiency 
to enable him to retain his market. He can, as an alternative, 
decide that 15 per cent, is perhaps too heavy, and bear part of 
the increase himseK. Finally, he can charge tlie tax or some 
part of it in the quality of the boots and shoes. How, then, did 
the manufacturer react to the altered circumstances of the Irish 
Free State market ? It ought to be possible to obtain at least 
an index to probable answers from the official import and export 
trade statistics. There are available both the Saorstat returns 
of imports into the Saorstat, and the Board of Trade statistics 
of exports to the Saorstat. It is impossible to obtain agreement 
between the two sets of statistics in detail. The quantities 
which leave Great Britain do not sometimes enter the Free 
State, if the figures of both countries arc correct ; and sometimes 
greater quantities enter the Free State from Great Britain than 
are returned as having left British ports. Besides, there are 
slight internal variations in the Saorstat returns as quoted 
officially from year to year. Considering the manner in which 
the statistics are collected and their general “ efficiency ’’ or 
reliability relative to the truth of the foreign trade, these differ- 
ences of detail may be dismissed wdth a notice of their existence. 
The figures here quoted have been accepted, after a scrutiny of 
the monthly, quarterly and yearly returns of both countries, 
as being the best which can be obtained. 

From the Board of Trade statistics one may obtain the figures 
of exports of boots and shoes to the Irish Free State from April 1, 
1923. The corresponding import statistics of the Irish Free 
State are available only from January 1, 1924. As the pre-tariff 
figures are of the utmost importance, nine-monthly statistics 
are here compared. 

Boots and Shoes (Leather) consigned from Great Britain 
and Northern Ireland to the Irish Free State : — 



Dozen 

Value. 

Per pair. 


pairs. 

£ 

s. d. 

Nino months, April-Dccombur 1923 

219,000 

1,336,000 

10 2 

n M » » 1924 

247,000 

1,392,000 

9 41 

M M M M 1925 

260,000 

1,. 300,000 

8 4 

.. .. .. M 1926 

255,000 

1,266,000 

8 21 


Adding the 15 per cent, tax, the declared value plus tariff 
is 105. 9|d. for 1924; 95, Id. for 1925; 95. ^\d. for 1926. 
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The effect of the tariff on wholesale prices in the Irish Free 
taking these broad averages, was an increase in the price 
in 1924 of 6*3 per cent, over the average 1923 prices : the British 
manufacturer bore 8-7 per cent, of the tariff and -‘passed on” 
G-3 per cent. In 1925 ilic gross price is 96*. Id. per pair, showing 
a decrease from 1923 average prices of 5:J per cent. Tlic British 
manufacturer bore the entire tariff of 15 per cent, and reduced 
prices by an extra 5 J per cent. A tariff of 20 per cent, would have 
furnished extra revenue to tlic Free State Government, kept 
prices level, and would liave had no effect on the imports of 
bools and shoes. 

These are conclusions which, exet^pt as general indices, are 
not proper to be taken as quite accurate. The Board of Trade 
statistics of exports of boots and shoes seem to be understated 
in quantities, and the 1923 figures are not as reliable as those for 
subsequent years, when we are in possession of a check on tlicse 
statistics from tlie Irish Free State side. The enumeration and 
valuation of non-dutiabic goods (and tlierefore of all exports) 
may generally be assumed to bo less carefully made by the 
merchant and less closely .scrutinised by the official than of 
dutiable goods. 

Turning aside from the nine-monthly averages to the monthly 
rigure.s, fresh light is thrown on the subject. From tliesc it 
seems probable that the British trade decided to adopt tlic policy 
of price cutting about March J925. The Minister for Finance 
had expressed the hope, in his Budget speech, that after a year’s 
experience of the operation of the tariff one would have a clearer 
notion of its efficacy. It was after about one year that the 
British manufacturers were able to make up their minds on this 
point. One cannot avoid the conclusion that, granted the 
acceptance of the tariff policy, there was a case for an increase of 
the tariff to 25 per cent, at the time the 1025 Finance Resolutions 
were under consideration in Dublin. 

While the average price in 1923 wa.s about lOs. Id. per pair, 
the large May imports averaged lO.s. Id. The immediate effect 
of the tariff was to cause a lowering of tho price, for greatly 
decreased quantities, to an average of 8.5. for June and 

of Ss. M. for July, 1924. Twelve montlis later, in eJune and July 
1925, tho invoiced prices averaged 76 *. 2^d. and 76 *. OjJ. The 
months of August and September scern to lie dear months, 
perhaps because stocks arc then being replenished for the autumn 
and winter. In these months of 1924 the prices went back 
almost to pre-tariff figures, viz. August 96'. September 
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O.*?. ‘^ld . ; but a year later tlie prices were : AugUvst Gs, 9jcZ., 
^September 85 . Ifr/. 

In March 1924, when the duty was being forestalled, the 
imports were 38,600 dozen pairs, and the average price per pair 
was 9.9. 6|r/. In March 1925, when the tarilf was in operation, 
the imports were 65,700 dozen pairs, and the average price per 
pair was only 5.v. I Or/., a big drop from the pre-tariff price. The 
imports had increased beyond the abnormal “ forestalling ” 
imports by over 70 per cent. ; the price had dropped, despite the 
15 per cent, tariff, by over 38 per cent. 

There rcjuains, however, to be considered how' far a decrease 
in ])oot and shoe ]iriccs may have been due to other causes besides 
the Irish tariff. If in the nine months ended i)ecemb(T 31, 1923, 
the Iri.sh Tree {State market for BritisJi boots and slices is elimin- 
ated from the Hoard of Trade statistics, it is found that tin* 
average price per unit of export was 8.s’. lid.] but the avei’agi' 
for tlie entire exports of boots and shoes of leather was 9^\ ; 

w'hile the averagi' for exports to the Irisli Tree State was lO*’. 2d. 
It is necessars to work on the first of these averages and see how 
the subseciuent years' prices eom})ar(‘. 

Tor 1921 (January to December) the ;iverage was 79. ]{)\d. 
Tor 1025 the average was Is. 7|d., and for 1926, 7.s. lid. Sup- 
posing that the prices of boots and slux's sent to the Irish Tree 
State had varied projiortionately, using the 1923 average as 
ba.sic, the figures would be : 1924, Os. 3d.; 1925, 9,s\ Old.] 1926, 
9 . 9 . Ojd. Assuming tliat, in the absence of any tariff, Irish Tree 
State prices ought to have followed this course, the following 
po.sition is reached : — 

.s. J. .s. .<?. < 1 . 

(1) Course of j.rif'Os without toril'f 0 .‘1; 1) 0 < J 

(2) Add farin' to (1) . . . „ JO 7J ; „ 10 ‘I?; „ 10 J'l 

(o) Al t uni courise of prices (tariff 

middle of 1021) . . „ 0 0; S 5; Hi' 

(4) Add tariff lo jn-r cent, to (3) . „ lU 4; ,, 0 8; „ 1' 


In order to compare jirc-tariff with post-tariff ffguivs, th(‘ 
statistics for Jiine-Docc'inber 1924 arc substituted in (3) for those 
of January-I)ccemb(T 1924, and give an average price of 9.9. ])er 
pair (against 9,9. 5jd. for the full year). 

The conclusion appears to be that the British exporter bore 
some part of the tariff in every one of the three years ; and that 
he bore a greater proportion of it in 1925 than in 1924; and a 
greater proportion in 1926 than in 1925. It is unsafe to make a 
more detailed deduet ion; but the figures, if they w'cre perfectly 
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accurate indices to what actually happened, which they un- 
doubtedly arc not, show that the 15 per cent, tariff was borne 
in 1924, as to one -fourth part by the British exporter and as to 
three-fourths parts part by the Irish Free State importer ; in 1925, 
half by each; and in 1926 thrce-cpiarters by the Britisli exporter 
and one-quarter by the Irish importer. 

These deductions are the original deductions from the Irish 
Free State figures, as corrected by flic general figures of the 
entire export trade in boots and shoes of Great Britain and 
Northern Ireland. 

The number of persons employed in the bootmaking industry 
in the Irish Free State is small. Prior to the imposition of the 
tariff, the number was about 350. Official figures, quoted by 
the Minister for Industry and Commerce, give the numbers 
employed at December 1, 1924, as GTS, and at June 1, 1925, 
as 847. 

This aj)[)cars to be a curious case in which the tariff is thrown, 
more or less, on the “ foreigner.” To one acquainted with Irish 
trade conditions, this is not an isolat(‘d “ curiosus.” The Irish 
trad(i gives to many English manufacturers a higher rate of gross 
profit than their domestic or their average total trade. Woollen 
or worsted manufacturers, for example, are in the same happy 
position as the bootmakers, but wdiile the latter have apparently 
had to forego some of the extra profit, to the benefit of the 
Treasury of the Irish Free State, the woollen manufacturers and 
others arc still in enjoyment of a peculiar differential advantage, 
the cause of which must be sought in the pages of Irish industrial 
history. T. J. Kiernan 


OfI'K’Ial Pacers 

Committee on Industry and Trade. Factors in I tidtisirial ay^d 
Cmnnicrcial Kfjicicncy. Being Fart I of a Siin ey of Industrie.^, 
(Stationery Oflice, 1927. Pp. 544. 5.s.) 

Tuts is the third volume issued by the Balfour Committee, 
bike the previous volumes, it is largely based on data provided 
by Government Departments, and thereby publicity is obtained 
for much valuable information which might otherwise have 
remained in the archives. But the Committee have in this case 
also made use of, completed, and tested evidence submitted to 
them. The result is another handbook of the first importance 
to both students and the public. It is to be read especially in 
No. 146.— VOL. xxxvir. y 
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relation to their last volume, on Industrial Relations ; for the 
whole of what has heen called the “ rationalising ” of Industry 
involves both elTicicncy of structure and, within such framework, 
the conditions of workability. In this, as in the earlier volumes, 
the Committee have done much more than supply material to the 
teacher, the student, and the public ; on controversial subjects, 
such as the combination movement, and the “ safeguarding ” 
policy, they present the facts with great impartiality, leaving 
final judgments still to be weighed; they have said enough, and 
have given pointers toward such judgments; and they have 
done it, both in the text and the Introduction, with admirable 
literary finish and arrangement. 

The matters dealt with are Industrial Structure, Training 
and Recruitment, Standardisation, Scientific Research, Industrial 
Art, the State measures for meeting post-war difriculties of in- 
dustry, and the Profits, Savings, and Charges which emcige from 
and surround the general question of Efliciency. These are the 
factors which it has seemed most suitable to deal with as a wliok'. ; 
in a Second Part they propose to deal witli industries in detail. 

The chapter on Industrial Structure deals mainly with the 
size of businesses, and with industrial combination. As regards 
the former, it is evident that not much statistical information 
is yet available in this country. The work of Sir Sydney Cliapman 
still stands by itself. \Vc have the distribution of companies by 
size, on the basis of nominal capitalisation (p. 127), an imporfet t 
method of periodic comparison, and giving the surprising result 
that, for capitalisations above £20,000, there arc many fewer 
companies registered after tlian before the war. We have notliing 
to compare witli tlie detail furiii.shcd in thi.s respect by tlu‘ 
American Census of Manufactures, based on ])r()duct and 
employed personnel. The new Census of Production will, tho 
Committee hope, tabulate results which will lay the foundation 
for future comparisons of this kind. The indications are that 
small businesses are very tenacious of their place, in spite of 
all technical and combination movements. The arguriHaifc 
regarding the combination movement is very fully laid out ; we 
have something more systematic in analysis, description, and 
international comparison than the timid Report of the Committee 
on Trusts of 1918. The Committee do not think that combines 
cover more than one-fifth of the field of industry; but this, of 
course, does not measure their significance, if they are strong 
in fundamental and penetrating industries. It is evident, 
however, that we have passed the “ sensational ” iicriod of tho 
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Trust question ; these structures can now be discussed positively 
and moderately, the main danger being, perhaps, that of a 
permanent judgment being rushed by tlic conditions of the 
post-war conjuncture, just as on the whole it may have been 
rushed the other way by the pre-war conjuncture after 1895. 
Sympathies are more with the producer now, as with the con- 
sumer then. It is the international developments which are 
now the crux of the question. Here it is important to note first, 
that not much is known about the international agreements ; 
second, that the Committee find that, as a rule, the object has 
been especially the exclusion of foreign competition from home 
markets. Much will no doubt be heard at Geneva of the relation 
of this important condition to tariff i)olicies as combination 
may affect them. 

The Ministry of Labour supplies, in the second chapter, a 
Memorandum on Apprenticeship. 'J'licrc has been for some 
time no thorough inquiry into this subject of the “ element of 
acquired skill,” and the methods of creating it. There is the 
“ atmosphere ” of locaUscd industries, on which Marshall laid 
stress, and which the ('omraittce regard as still of great im- 
portance. As regards formal apprenticeship, a complete answer 
cannot }’ct be given as regards its tendency ; the present number 
of male a 2 )prenticcs may be about 300,000. It is of interest to 
note the extent to which Joint Industrial (k)uncils and Trade 
Jioards are now concerning themselves with this subject, or with 
loss formal methods such as learnership. Is the Technical 
School to be the rival of the Apprenticeship system ? Then, 
at present, only about 25 per cent, of the boys, and 22 per cent, 
of the girls,” who leave Elementary Schools begin part-time 
education in day and evening classes. The Committee come 
to the conclusion that the full possibilities of co-operation between 
industry and technical education will not be secured by Advisory 
Committees only, but that the corporate interest of the in- 
dustries must be obtained, each surveying from its own stand- 
point what technical education can do for it, and giving effective 
assistance in the conduct of technical education. The survey 
of Commercial Education concludes with, on the whole, a 
favourable opinion on the recent institution of Degrees in 
Commerce. 

The chapter on Standardisation may be read with the 
Memorandum prepared for the Geneva Conference on “ Rational- 
isation in the United States.” In spite of the work of the British 
Engineering Standards Association, of which a detailed account 

y2 
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is given, the Committee find that there are still many brafiches 
of industry where there is great waste in the absence of any 
attempt to simplify. Apart from the question of waste, they 
point out the importance of this principle to steadiness of em- 
ployment, through the greater security in making for stock; 
as an instance of its advantage to dealers, and to distributive 
costs, they estimate that the value of ironmongers’ stocks is 
about 30 millions, of which 20 per cent, might be saved by 
standardisation. The Table on }>p. 302 — .3, showing the reduction 
in sizes or varieties mad(^ by the American Division of Simplitied 
rractioe, the rednetiot) in many cases being over 90 per cent., 
is a tolling conclusion to this chapter, though there are some 
items in respect of which the consumer may seem to be somewhat 
strait-jacketed. 'J’he chapter on Industrial Art, giving pro- 
minence to an aspect of eniciency which has had less than its 
proper share of attention, and calling for further research into 
the .status of the workshop designer, appears to emphasise, for 
at least some industries mentioned, that variety has claims as 
well as .simplification, and that industrial design as a whole would 
siilYcr by the disappearance of the artist-craftsman. 

The concluding chapters deal with post-war conditions. 
That on the State jMcasures for meeting Post-war Dilliculties of 
Industry, jironiinent among which are the ucw' Customs Duties, 
is written with complete avoid;uicc of controver.sy, and is wc'll 
covered by the remark in the Introduction that “ in times of 
national cinergcncy or transition the limits of public action for 
the encouragement of trade may be widely dilTercnt from those 
appropriate to permanent and normal conditions.” The con 
clu.sions as regards the burdens on industry are, that no pi'optM’ 
data exist for an international eompari.son in this respect ; that 
high income tax may in some cases direetly fall on costs (cspeciallv 
where professional services are employed); that, all over, tlie 
burden of local rates may bo J J per cent, of the value of the 
net product (the stati.'^tical tables pr(\sented being of much 
interest), and has iiicrca.sed .since 1913 in the ratio of 11 to 7; 
that the ” .social charges ” on industry may have doubled, being 
now in the neighbourhood of 2 to 3 per cent, of the net ])rodiict . 
Transport charges are also a larger jjercentage on cost, the 
relation of diflerences of this magnitude to the decline in profits 
and savings shows that the difficulties of industry are mainly due 
to other causes. 

The Committee perceive the whole problem as one of 
reactions of an industrial organism to changing conditions. 
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and quick reactions are not inconsistent with stability. Structures, 
relationships, and processes within industry, the conditions of 
preparation for industry, above all industrial leadership and 
enterprise, must be adapted to a world which is likely to change 
quickly, and to make large demands on jiiutual consideration 
between employer, employee and the community. Whether 
especially combination, and tlie new forms of it whicli are fore- 
shadowed, w'ill mean conflict or co-operation between learlers on 
both sides, and therefore much or little ]jublic intervention, will 
depend on the degree to wliich leadership in the near future is, 
in the Committee’s word, “ imaginative ” and thercdoi’c con- 
siderate. 1). H. MACGRE(;Oil 

Report of the Unemployment Insnrance {Blanesburgh) Committee. 

(Stationery Office. 1927. Pp. 90. 1 . 9 . net.) 

State Unemployment Insurance has been in operation since 
1912, covering a limited area till 1920, and as a general system 
since. The whole ])eriod, therefore, n^presents tlie trial of one of 
th(^ most important experiments ever made in e<!onomi(; and social 
organisation. The above ihqiort opens with a brief and clear 
sketch of the development of the scheme and of the machinery 
by w^hicli it is carried out ; and in view of the various changes in 
the system since 1912, this will prove most useful The Com- 
mittee’s reference w'as to consider, in the light of its working, what 
changes, if any, ought to be made in the scheme. In the circum- 
stances, this involved first a considered verdict on its working, 
and a decision wiiether or not it ought to bo continued in its 
present form. Tlie Committee reached an unanimous or at least 
agreed verdict for the continuance both of the scheme and of 
the contributory principle as its basis. A point worth noting 
is that “ no suggestion has been received from or on behalf of 
employers that they should be n‘Iieved of a share of the con- 
tribution.” Secondly, subject to this verdict, it had to be 
decided what general j)rinciples slimdd govern a revised system 
and what detailed changes w'ere required. Part I of the Report 
deals with the case for continuing the present contributory 
system, and with the main features of the proposed revision. 
Part II is devoted to the numerous subsidiary, but still important, 
problems that arise. A valuable feature of the llcport is its con- 
firmation, as against popular misunderstaiulings and misrepresen- 
tations, of the favourable conclusions reached by various other 
expert inquiries. 



322 


THE ECONOMIC JOURNAL 


[JUNE 


The proper place of contributory insurance in dealing with 
unemployment is carefully kept in view ; and the need for remov- 
ing the causes of unemployment is rightly emphasised. Some 
excellent suggestions arc put forward (pp. 23-7), though the 
Committee might perhaps have explored more fully the possibility 
of mitigating the trade cycle by careful organisation of public 
works ; and it might also have been w^orth considering whetlier 
more might not be done by employers to foresee and guard against 
trade depressions. 

The verdict on the scheme depends mainly on two things, 
financial soundness and liability to abuse. On finance, the Com- 
mittee point out that since 1920 £278,000,000 has been paid in 
benefits, and that, after an exceptional trade dojiression, the deficit 
just before the coal strike was only £7,000,000. This deficit too 
represents a loan repayable to the Treasury. In face of these 
facts, the argument, still sometimes advanced, that “ extended ” 
benefit is a “ dole, since it is only out-relief paid from the taxes,” 
seems to hold little water. Moreover, the working of insurance 
of this kind almost necessarily involves excess of expenditure 
over rccci])ts in bad years. As Sir William Beveridge has well 
said, ‘‘ it is wrong in principle that the fund should make a profit 
during severe unempkjyment ; if it makes a profit in bad years 
its contributions arc too high for its benefits.” The present basis 
of the scheme, therefore, seems actuarially quite sound and to 
leave some margin for reduction in benefits in a normal period. 

The lower rates proposed by the Committee assume, after allow- 
ance for various adjustments in benefits, an average unemploy- 
ment of G per cent, in a normal trade cycle, or a total number 
of 720,000 to 725,000 of the 12,041,000 insured contributors of 
July 1926. This G per cent, represents a considerable incn'aso 
over pre-war experience of unemployment ; but even so, to allow 
a maximum unemployment during a cycle of 1,150,000, the 
minimum must be as low as 300,000. Thus the Committee’s 
estimates may well prove too optimistic as regards the immediate 
future, and the introduction of their reduced rates may thus 
have to be postponed. 

The question of abuse is vital, not only as regards the reten- 
tion of the scheme, but because, if serious, it involves strict limita- 
tion of periods of benefit. The object in view is to secure the 
“ genuine unemployed,” genuinely “ capable of work,” adequate 
insurance over their period of unemployment, whilst restrictions 
in periods of benefit tend to remove it just when it is most needed. 
The Committee’s conclusions, based largely on the inforjnati<>‘‘ 
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of the Ministry of Labour, are, therefore, reassuring. “The 
claims ultimately disallowed were well under 5 per cent, of all 
those current, and a very large number disallowed were so doubt- 
ful as to be subject of a legitimate difference of opinion.” Corro- 
borative evidence is also quoted, notably that of the Charity 
Organisation Society, who frankly admitted finding much less 
abuse than they expected. Indeed, on this point the general 
attitude of the insured seems fundamentally sound, and other 
expert evidence confirms this view. Various detailed defects, 
and siiecial difficulties in regard to particular classes, like the very 
casually employed, youths under twenty -one and married women, 
were found. The Committee’s analysis of these is very useful, 
also, in stopping loopholes for abuse, as in the suggestion for a 
clearer definition of “ genuinely seeking work,” tlio provision for 
reduced benefits between eighteen and twcnty-oiu', wliere at 
present they approximate too closely to wage rates, and in the 
jiroposed requirement of a minimum of thirty contributions in two 
years. 

The Committee’s scheme attempts to combine a real insurance 
definitely covering the period of unemployment, with sucli safe- 
guards against abuse, as that rates of benefit should encourage 
neither improvidence in good years nor preference of benefit to 
work and should be below the general labourers’ rate of wages. 
Tliey propose to abolish the limits to periods of benefit— the 
“ 1 in 0 ” and “ 2(3 weeks ” rules — thus combining “ standard ” 
and extended benefits, and to trust to strict administration and 
the “ 30 contributions ” limit to check abuses. A particularly 
valualffe proposal makes “ training allowance ” under eiglitccn 
conditional on attendance at courses of iiist ruction, and indeed 
under these conditions the insurance age might with advantage 
bo reduced to fourteen. On the other hand, the needs of industry 
and the position of trades with low unemployment risks require 
as low rates of contribution as possible and careful husbanding 
of resources. The Committee, therefore, wisely reject expensive 
proposals, like abolishing the “ waiting period,” especially as the 
hardship from unemployment is least in its opening days. 

The Committee also cover many detailed questions, including 
the trade dispute disqualification, trade union administration of 
benefits, surrender values ” on marriage, and co-operation of 
employers and employment exchanges. Among other things they 
propose somewhat to extend protection from loss of benefit to 
those indirectly affected by trade disputes. A strong case is 
put forward against attempting to use benefit as a contribution 
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to wages in order to create work. In particular this would favour 
those who dismiss work-people at the earliest moment against 
those who try to retain them in employment ; and attention has 
been drawn elsewhere to a possible tendency of insurance to lead 
to earlier dismissals than in the past. 

The Committee have done valuable work, not only in their 
interesting detailed examination of the scheme, but in strongly 
emphasising the practicability of adequate insurance at reason* 
able cost. The criticisms advanced above rest mainly on 
matters of detail; and the one serious doubt arises over the 
immediate possibility of the scheme of reduced contributions. 
The real differences of opinion which underly this agreed Report 
seem in many ways a tribute to the insurance sj^stem. For the 
fact that those holding such different opinions could sink their 
disagreements in order to make the best of the existing scheme 
emphasises the real value and importance of its work. 

N. B. Deatile 


Otuer Official Papers 

Home Office. Report of the Departmental Committee on the 
Supervision of Charities. (Cmd. 2823. {>(1.) 

No universal system is recommended. The Charity Com- 
mi.ssioners should have power to inquire into the alfairs of 
collecting charities on due representation. 


Report of the Committee of Enquiry into Government Prmlinq 
Establishments. (Cmd. 2828. 4^.) 

An important administrative inquiry, but mainly on tJio 
technical side. 


Agricultural Research and Administration in the Non- Self- 
Governing Dependencies. (Cmd. 282.5. 2*.) 

Training and Recruitment of Officers, Organisation of 
Research, Conditions of Service in Colonial Agricultural Depart- 
ments. 
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Estimates of the- Worhivg Population of Certain Countries in 1931 
and 1941. By Professor A. L. Bowley. (Submitted to 
the Preparatory Committee for the International Economic 
Conference. League of Nations, Genova, 1020. Price l6*.) 

The estimates relate to persons between the agc's of fifteen and 
seventy, for eleven countries, computed on the basis of birth and 
death rates. They are therefore subject to qualification by 
migration, which cannot be estimated. 'I'lie three decades from 

1910 to 1941 have each special characteristics — the immediate 
effect of the war, the resumption of normal rates of growth, the 
delayed effect of the war. Within the age-groups taken, the 
proportion of males to females which obtained in Great Britain in 

1911 is estimated as restored in 1941. 

Sixty-ninth Report of the (Commissioners of Inland Revenue : Year 
ended 3l6i March, 1926. (Cnid. 2783. 2s.) 

The usual full statistical tables are given of basis of levy, 
distribution of the levy, and amounts realised, for Deatli Duties, 
Income Tax and Super-tax, Land Tax, Stain j> Duties, and minor 
taxes. 'Ilie net super-tax payable for 1925-6 shows a sharp 
decline. Payments out of the Exchequer to the Local Taxation 
Accounts now approach 10 millions, having more than doubled 
since 1915-16. 


Report of the Delegation appointed to study Industrial Conditions 
in Canada and the U.S.A, (Cmd. 2833. l y.) 

This Delegation spent altogether three months in Canada and 
the United States, so that its Report i.s summary and impression- 
ist. They express the opinion that combines, mass production, 
standardisation, and simplification have reduced costs and 
extended the market. The reduction of immigration has speeded 
up the use of mechanical processes, labouring work is continually 
being replaced by machine minding, and the product for the 
worker is generally much in advance of 1914. ^Mobility of labour 

a considerable obstacle to plans for organising industrial 
relations within each plant, but progress is reported under various 
arrangements, which are already well known. The study of the 
special function of Management is being carried on in its technical, 
statistical, and consultative aspects, and employees are given 
'^uch opportunities for advancement as to engage their interest in 
fhe avoidance of waste. Payment by results is in operation 
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wherever possible. The visit of the Delegation took place during 
a period of great industrial activity, and the facts recorded — with 
cpialitications which are not minimised — reflect an environment 
of confidence. 

Ihiblic Accounts Committee. Epitome of the Reports from the 
Committees of Public Accounts 1857 to 1925, ami of the Treasury 
Minutes thereon, with an Index. (Stationery Office, 1927. 
Tp. 711. \2s.) 


[{(‘paralion Commission. Official Documents. The Expert's 
Plan for Reparation Payments. (Reports of the Com- 
mittees of Phxperts. 'I'he J..ondon Agreements, August 1924. 
The new Ibink of the Reich. The new German Railway 
Company. The Industrial Charge. The External Loan.) 

Board of Trade. Safeguarding of Industries. Report of the 
Committee on Light Leather (hods and Metal Fittings. (Cmd. 
2837, 4(/.) Report of the Committee on Table-ware of Trans- 

lucent Pottery. (Cmd. 2838. 9d.) 

In the oi)inion of the former of these Committees, the 
applicants failed to make out their case, especially in respect of 
the “ unfairness ” of the foreign competition. In the latter 
instance, the application was sustained, it being held proved that 
the difference l)etwe('n homo and foreign wagers amounted to 
“ unfairness,” and a duty of 28,9. per cwt. has been imposed. 


Foi’cign Office. Memorandum on Labour Conditions in China. 
(Cmd. 2840. Od.) 

This IMemorandum is of great importance to students of 
industrial evolution, the conditions reported being sucli as to 
recall tlie darkest days of the Industrial Revolution. It is stated 
that the movement for the betterment of factory conditions “ was 
initiated, and has been led, by foreigners, both missionaries and 
capitalists.” 

The Collection and Disposal of the Maritime and Native Custom.'^ 
Revenue since the Revolution of 1911. (With an account of 
the Loan Services administered by the Inspector- General of 
Customs.) Sbangliai, 1927. Statistical Department of the 
In.spectorate-Gencral of Customs. By S. F. Wriout 
(P p. 270. 5 silver dollars.) 
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State of New York. Ajinual Report of the State Tax Commissiony 
1925. Albany, N.Y. : J. B. Lyon Company. Pp. 526. 

Commonwealth of Australia. Official Yearbooky No. 10, 1920. 

Einzelschriften zur Statisiik des deutschen Reichs. No. 2. Die 
Stcuitsausgahen vwi Grosubriiannieny Frankretchy BdgieUy iml 
Italien in der Vor- nnd Nachkriegszeit. (Berlin, 1927; 
Mobbing. Pp. 575.) 

Vednik Financoff. Monthly Publication of the People's Com- 
missariat of Finance of U.S.S.R. Nos. 1 and 2. (Moscow, 
1927.) 

These issues of the Financial Journal of the U.S.S.ll. (written 
in Russian) contain articles on principles of taxation and finance, 
of which the most general arc by Professor P. Masloff on 
Principles of Rural Taxationy and Professor K. F. ShmelefT on 
The Problem of the Burden of Taxation. There arc niuncrous 
memoranda on matters of a more special kind. 


Statist ique des Finances de V Union des Republiques SoviHiques 
Socialistes. (Livraison 4. Moscow, September 1026.) 

The Budget for 1925-6 for the Union, together with the 
provisional figures of the local Budgets. More than half the 
Central Revenue is derived from transport and excise, less than 
one-teiith from State lands and enterprises, about three per cent, 
from income tax. I'hcre are also tables of banking and monetary 
statistics, the course of prices and exchange. 



OBITUARY 
FiuKDRicjt VON Wiese ii 

The last of tlie three founders of wliat has been called the 
Austrian School passed away on July 23, 1920, a few days after 
having completed his seventy-fifth year, still full of vigour of 
mind and body. 

Baron Friedrich von Wieser, born on July 10, 1851, the son 
of the Priv}^ Oouncillor Baron Leopold von Wieser, was educated 
in Vienna, where he took his degree in 1872. Up to this time 
his favourite studies had been historical, but in 1872 he caine 
across IMenger’s Gnimlsdtzc, the perusal of which made him a 
convert to economic theory. Ffe continued along the path thus 
opened up before him during his years of .study at the universities 
of Ibadelberg, dona and r.eipzig wliieh followed, and during his 
short employ in the (.Hvil Service preceding his becoming ‘‘ Privat- 
dozeiit ” at the university of Vienna in 1883 and his being called 
to the university of Prague in 18SI, whence he returned to Vienna 
in 1993, suceoeding Karl IMenger. Passing by minor events of 
his career, T would only mention that he entered the “ Berren- 
haus ” (House of Lords) as a life member in 1917, and that he 
took Cabinet office as Minister of Commerce in the same year. 
After his resignation he returned again to his Chair and to his 
scientific work. 

It is not easy to convey an adequate impre.ssion to anyone, 
wlio did not know him, of thi.s eminent man, who fascinated 
wlierever he went. His fine presence, bis singular and quite 
unconventional charm and dignity of manner, something wliicli 
gave weight to his every word, something else indefinably artistic 
about his personality, a sublime repose in whatever he said or 
did expressive of wide horizons — all this defies descriptiom 
Perhaps the only thing I can do is to tell that, when we were 
celebrating his seventieth birthday, three speakers, my.self in- 
cluded, compared him, independently of each other, to Goethe. 
He was always active, never in a hurry, interested in everything— 
among other things he was a prominent connoisseur and sedulous 
patron of art — u'pset by nothing. There was some charmed recess 
within him into which no public or private misfortune seemed able 
to cut. Every honour or success came to him naturally and with- 
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out effort and clothed him as if he had never been without it — yet 
did not seem to mean anything to him. He never fought for or 
against anything— but every difficulty seemed to give w'ay before 
him. And old age itself, the destroyer of other men, to liiin only 
added, as it were, finishing touches, improving a picture wdiich it 
always was an sesthetic pleasure to look at. 

It is still more difficult to define within a short page or two 
the character of his scientific w'ork, especially to English readers ; 
for his way of expressing himself w^as strikingly un English, and 
it is to be feared that even the w^cll-knowm translation and inter- 
pretation of part of his w'ork by Professor Smart has done but 
little to impress his real importance on the English and American 
public. He was deficient in technique and is one of the few 
examples of clear thinking not implying concise writing. An 
appendix to the best of the obituary notices which have so far 
appeared, the one by F. A. von Jlayck in the Jnhrhuecher fiir 
N aiionaJokonomic nnd Statistik, 1920, contains a full list of his 
wTitings, running to sixty-two items. We must confine ourselves 
to indicating briefly ilic general trend of his thought. 

He wuis a theorist first of all. What Monger did for him was 
not so much giving him an idea as the impul.'^e to develop his 
own ideas. F ew men have thought so deeply on the fundamentals 
of the theory of value or have had so clear a vision of the ground- 
work of economics. And the best part of the energy of his prime 
was given to working out patiently the views and methods 
summed up in his book entitled iJe)' NaliirlicJie Wert (1SS9), to 
which he led up by his rrsprumj and JlanpPjesetze des wirtschafl- 
lichen Gilierwertes (1884), containing a first exposition of his 
theories of the “ Grenznutzen,” of cost of production explained 
by “ indirect utility ” (the theorem which has been calkal Wi('sor's 
law' by Pantalconi), and of “ ini})utation " (ZureeJuvim/). These 
things arc w'cll known. But what 1 should like to insist upon is 
not the importance of any single instrument or theorem of his, 
but the fertility and grandeur of his conception of economic life 
as a w'holc, well brought out by the device of reasoning about a 
communistic society. Much progress has since been made in the 
theory of the equilibrium of prices, but of late, if 1 am not very 
much mistaken, questions are cropping up which may force us 
to go back again to those fundamental ideas which many of us 
now believe to be obsolete. 

After the publication of his Natural I alue he dropped this 
line of thought for twenty years. But once more he returned to 
it in 1909, and in 1914 he published, in that encyclopjndic 



330 


THE ECONOMIC JOURNAL 


[JUNE 


(Jnnidriss der Sozialoekonomik, his “ Thcorio der gcsellschaftlichen 
\Virtschaft,’* his last and ripest message on pure theory which, 
owing to the war, is only now beginning to make its influence 
felt. 

Much like W^alras and others, he had turned meanwhile to 
the theory of money, building up slowly and from within — not 
looking at what other people wrote — what will always rank w ith 
tlie beat performances of our age in this field. Ilis first utter- 
ance on the subject was his inaugural address given in 1903 after 
l\is election to the chair of Menger, his last the article on Money 
in the Handwoerierbuch der Staainwiasenschajlen^ which he finished 
but a short time before he died. He approached the subject by 
way of investigating into historical changes in the purchasing 
power of money, and aimed at giving to the quantity theorem 
the same sort of foundation which his theory of value had given 
to the law of Cost. Those who really understand monetary theory 
are none too numerous. Among them there is happily very 
much in common, and what diflercnces remain arc i)artly little 
niore than differences in taste and technique. Therefore Wieser's 
treatment necessarily runs parallel with that of others for a 
considerable part of the way. But in some points — developed 
later by such men as F. X. Weiss and L. v. Mises — it seems to me 
to pierce farther below tlie surface than any other. 

The chief work of his later years, however, centred in Sociology, 
in the sense in which it may be defined as an analysis of history, 
or, as he himself defined it with that power ho had of coining 
striking words, as “ history without names.” Historical Sociology, 
or Sociological History, had been his first interest, and it was 
to be his last. After toiling at it with youthful energy for years, 
he published, wdien seventy-four years of age, his great socio- 
logical book, entitled Das Oeselz der Machi — thus achieving what 
he had in his mind to do when still at school, and gatherijig in tlio 
har\’cst of his thought in that field. 

So there was nothing casual or incomplete or devious or dis- 
torted about this life. Every element of it formed part of an 
harmonious whole, which unfolded itself slowly and grew organic- 
ally to an imposing height and breadth. 

JOSERII ScilU3irETEH 


Luioi Luzzatti 

With the death of Luigi Luzzatti there disappears from the 
scientific and political scene of Italy and of the world one of the 
brightest and noblest figures that have sparkled in it. Even in the 
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field of iheoreiiciil ccoiionucs Luzzalli e.st.jiljlislic'd a dist inguished 
claim to honour, when, in 1874, he strongly combated Francesco 
Ferrara, the leader of liberal economics, w ho proposed to banisli 
Jiicardo from the Italian schools and to limit the w hole of economic 
knowledge to the social theodicee of 8ay and Mastiat. J>Lit 
Luzzatti did not restrict himself to that task. In the follow ing 
year, together Avith Lampcrtk'O and Hcialoja, he assembled the 
economists of Italy in Milan to fix the fundamental principles of 
the new school of economics. In 1870, for the centenary of The 
Wealth of Nations, Luzzatti p\iblishcd an essay on Aiiain Smith, 
u Inch offers even to-day some interest and instruction. And after- 
wards, in a series of papers, e.s.says and speeches, he explained 
the more complicated phenomena of money, credit, bank re- 
strictions, customs duties, illustrated tlie origin and development 
of English social legislation, and dLscussed the more interesting 
aspects of the economic action of the State. 

Eut the scientific Avork of Jaizzatti, Avorthy though it is, is 
of secondary im[)ortance as com[)arcd with his multifarious 
activity in the fields of economic policy. Indeed, most of the 
various manifestations of Italian ccojiomic policy found their 
origin and received their stain]) from his mind and his work. 
4dic first and greatest title of honour lu‘ aecpiired in these fields 
Avas the foundation of the Peo]>lc's Banks, the structure of which 
ho perfected, introducing the i)rinciple (unknown to Schulze- 
Dclitzseli) of limited liability. He })romoted their dilfiision in 
his own j)roAdnce by his work, The Diffieiion of l^opnlar Credit 
in the Venetian Prorinces (1803), and aflerwa-rds, by an in- 
defatigable apostolate, he extended that instil ution to every 
])art of Italy. As general secretary of the Ministry of Agri- 
culture, he valiantly promoted soeial legi^lation, above all the 
restrictions on Avomen's and eliildren's labour. He Avas the 
warmest suj)porter of co-operation in all its forms, of lk)stal 
♦Saving Banks, of Social Insurance in its Aarious aspects, of the 
housiiig of the ])eople, of protection to emigraiils, of anti-drinking 
legislation, of the jirotectioii of young girls. He negotiated 
with the greatest skill thirty treaties of commerce and obtained 
remarkable advantages for Italian industry in foreign trade. In 
1906 he happily accom])lished the conversion of the Italian public 
debt, and constantly struggled Avitli tlie greatest energy for the 
equilibrium of the budget, strongly opposing the increase of 
public expenditure. After the Avar, he ])roposed an ingenious 
plan (which has found some ap])lieations) towards establishing 
international agreements betAveen Banks of Issue, for avoiding 
Hie transmission of gold ; and he supported w ith liis great 
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authority the detlationiyt policy, thus contributing to salutary 
reforms in the practices of the Government. 

We must, in the Economic Journal, consider Luzzatti 
primarily as a political economist. But his position as an 
economist cannot be fairly sketched without a glance at the 
various other expressions of his universal mind. He was open, 
indeed, to all the currents of modern thought, and to philosophy, 
Iiistory, public law, international peace and brotherhood, and 
religion he brought a noble note of sympathy and ])ity. A 
splendid page in Ins life was his indignant denunciation of the 
barbarous persecutions of the Armenians and the Jews. He 
was a warm promoter of friendship between Italy and France, 
too often compromised by unjustifiable misunderstandings. But 
his broad and various sjfirit reflected itself best of all in his 
economic work, wliich was not confined to the dead marshes of 
profit and loss, but rose to the highest conceptions and to the 
most sublime aspirations. Enemy of every sort of materialism - 
including historical materialism, which he brilliantly attacked — I k^ 
demanded, nevertheless, the widest freedom for every opinion and 
every critic. Enemy of Socialism, yet he found some of his 
warmest admirers amongst the Socialists themselves, who could 
not forget Lis fervent interest in the poor and his valiant 
struggles for their gradual elevation. 

A singular and eminent figure, whom it is diflicult to reduce 
to a precise and rectilinear synthesis. For the practical character 
of his work, he coidd be compared to Cobden, if his action had 
not followed a course diametrically opposed to that of the Fiiglish 
agitator. For whilst the latter struggled for free trade and ^vas 
an enemy of social legislation, Euzzatti was at times a decided 
Protectionist, and ever a .su|)porler of social legislation. For 
his shining vision of a nobler and higher humanity, for his warm 
apostolate of every form of progress, he could be coni pa red to 
John Stuart Mill, from whom, however, he differed substantiallv 
ill his spiritual and theistic convictions. On that last ])oint 
he presents some rcsciTd)lancc to Tolstoi, although never acceding 
to the mystical fancies of the Russian prophet. For his splcmdid 
elorpience, the liberalism of his politics, his democratic ten- 
dencies and his financial measures he could be comf)arcd to 
Gladstone, but the different fields of their activities impair the 
comparison. 

Indeed, to compare Luzzatti to men of foreign countries is 
an impossible task, precisely for the reason that he was, at every 
moment of his life, an essentially Italian nature, worthy and 
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legitimate heir of those men of the Italian UcMiaissancc whose 
versatile souls roamed in the most diverse spheres and drew from 
the innumerable expressions of life and thought the strength 
and the impulse to a universal vision. Gigantic figures, whose 
powerful mould is, alas ! ruthlessly destroyed by the all-pervading 
specialism of to-day and whose memory fills with regret tlu'. 
hearts of their latter-day successors for a kind of greatness which 
is no longer attainable. Achille Loria 


PiiJLip Henry Wfcksteei) (1844-1927) 

So versatile was Wickstecd that on his death, Marcli IS, 1927, 
the leading English journal, dwelling on his services to literature 
and theology, makes no mention of his economic work. Yet, 
while ho was a well-known interpreter of Dante and Acpiinas, 
to say nothing of Ibsen he did much for Jevons, and kdt a name 
highly honoured in Political Economy. Ills heart was as truly 
in his economic as in his other studies. 

Born at Leeds October 25, 1844, he ])ass(‘d from Ruthin 
Grammar School to University College, London (School and 
College), became M.A. of London University (in Classics), to be 
afterwards Litt.D. of Leeds and Manchester. He followed at 
first his father’s prof(‘ssion of Ujiitarian Minister; translated, 
from the Dutch, Kuenen’s Bible for Young People ; and from 
1874 to 1897 preached as Mart ineau’s successor in Little Portland 
Street Unitarian Chapel. But he had found out his gift of 
lecturing, and his lectures on Dante became increasingly popular 
in the world outside. 

The power of economic reasoning and teaching was meanwhile 
being discovered to himself and others, in a small “ economic 
circle,” meeting in the house of Mr. H. H. Beeton, and numbering 
Roxwell, Shaw, and Edgeworth among its members. W'ick.steed 
l)rescnted the first fruits of these discussions in his Alphabet of 
Economic Science, 1888, described by himself in an apologetic 
preface as “ forty pages of almost unbroken matlKmiaties," 
inspired by Jevons. Wlien Jevons himself wrote a Primer in 
1878, he left out not only the mathematics but even the final 
utility. Though Jevons was to the end Wicksteed's master and 
guide, the Alphabet was not built after the master's model, but 
rather on Mill’s dictum, that a pupil not sometimes required to do 
what he cannot do never does all he can. M icksteed, therefore, 
was of most use to the chosen few wlio had something of his owm 
No. 146.— VOL. XXXVII. z 
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ability. There is real descent to ordinary folk in the first book 
of The Common Sense of PoHlical Economy f and in the Address 
to tile British Association (Section F) at Birniingham in 1913.“ 
In all his writings lie reaches a high level, from which he rarely, 
if ever, drops down, perliajis not suificiently often for a jiopiilar 
audience. 

'riie Common Sense was, in the author's own words, “ a 
t)opular hut systematic exposition of the marginal theory of 
(H ononiios,” in 702 pages. Many ri'aders will agree' with Professor 
(/annan that “ the honioly exposition of Book I will not appeal to 
([uite the same readers as Book 1 1." Book 1 is described by th(' 
author as ‘ Systf'inatie and Ponstruetive," with the minimum 
of eontrovi'iNV : Book 11 as “ Excursive and Critical,*’ and Book 
111 as ‘‘ Analytical and Practical." There is abundance of 
learning, wisdom, humour and true common sense everywhere 
in those pages; and W’icksteed lived to sec the idea of final 
utility w('Il absorbed into economic theory. 

A shorter treatise, on Correlation of the Laws of Distribution, 
1891, had dealt with Increasing and Decreasing Beturns in th(^ 
manner of the later Common Sense (Book 11). Professor A. \V. 
Flu.x (as he then was) suggested that the design of the ho(;k was 
betti'i' than the execution^ : and the author frankly admits its 
defects.* Vet U'icksteed moved easily on mathematical heights, 
and was abk' on more than one (>eea.sion to follow uj) his friend 
Edgeworth by a statement in ordinary mathematical language 
of what his friend had said, 

(.'ompared with his writings on other subjects, Wieksteed’s 
economic W'orks make' but a short list, even if we include articles 
like those in Palgrave's Dictionary on Jevons (II. 474 8, newt'd.) 
and Dimensions of Economic Quantifies (1. 583-.“)), as well as the 
review's, in this Jovkxal, of Jeron.T Frinciples, 1905, ]>. 432 seq.; 
Pareto’s Mannale, 1900, j). 553: (‘hapman's Political Ec<momy, 
1913, p. 72; Davenport s Economics of Enterprise, 1914, p. 421, 
It distressed him that some who heard him gladly on Dante 
would not listen to him on Jevons. lie himself had room for 
both and for much else. But it is significant that his last work, 
completed under bodily suflering only a few days before his death, 
w^as a translation of Aristotle’s Physics. His last thirty years 
w'cre passed in a quiet country hou.se at Childrey, Wantage, in 

^ Reviewed by Professor Canrwin in tliis .Jocknai., 1910, p. 994 seq. 

* “ (.)ri the Scope and Method of PolitieuI Keonoiny in tho light of tho Margimd 
'Dieory, " printed in this Jot hxaL, March 1914, pp. I- 23. 

’ .lueRN.\L, 1894, p. 308 .seq. 

* Cvttniion 1910, pp. 373, 563. 
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Berkshire, where he was surrounded by his books and his grand- 
children. He married Miss Emily Solly in 1868, and survived 
her only three years. They had eight chiliiren. 

Like not a few of our best men, VVicksteed had greater inliuenee 
than he ever fully knew. If the Labour Party finds its economic 
oracles in the Fabian Society, Wicksteed may claim to liave 
trained our future statesmen in sound economics. We have 
it on the authority of Mr. George Bernard Shaw, an original 
member of the British Economic Association, ^ that ho and the 
Fabian Society were converted by Wicksteed from ^larx to Jevons, 
on Value. Mr. Shaw’s intervention (Economic Journal, 1018, 
p. 345) in the discussions concerning a Capital Levy surprised 
no one who was aware that the wfdl-known author in his early 
days had been equipped for economic discussion by Philip 
Wicksteed. The closing words of Wicksteed at Birmingham in 
1013 (I.C., p. 22), show how little he expected from the mass of 
])oliticians, even if political economy were properly taught to 
them : “ Social reformers and legislators will never be economists : 
and they will always work on economic theory of (Jiie kind or 
another. They 'will quote and apply such dicta as they can 
assimilate, and such acknowledged princij)les as seem to serve 
their turn.” 

J. B. 


Current Topics 

We much regret to announce the deatli on May 12. 1027, in 
his seventy-seventh year, of Josi*ph Shiedd Xieholson. Crofessoi- of 
Political Economy in the University of Fdinburgh from IS8(j to 
1025. Professor Nicholson had been a member of the Council of 
the Royal Economic Society from the beginning. We hope to 
publish a notice of his life and work in the September Joi knal. 


The following have been elected to membership of tiie Royal 
Economic Society : — 


Advani, S. T. 
Aiyar, P. K. S. 
Arkless, F. C, 
Armstrong, W. E. 
Banerjea, J. M. 


Barker, H. 
Boyer, F. C. 
Byrne, J. S. 
Burton, A. G. 
Campbell. P. W. 


(^imusso, G. G. 
Cawson. F. A. 
('luuhvick. d. A. 
('heyney, L. F. 
Cobb, J. (’. 


^ See Journal, 1891, pp. .1, 13. Report of first iiioeting, at I'liiver.sity College, 
November 21, 189U. 

* See his letter to The TimtSy March 25, 1927. 
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Denaxas, A. Mason, (J. K., juii. Smith, F. 

Duthie, N. \V. Mehrotra, 1). P. Soda, Dr. K. 

Ei’iicst, C. M. d. Mises, Prof. L. Sri llaman, '\\ 

Ewing. J. D. 0. Morgan, A. Stevens, H. 

Fanzder, J. S. Morrell, F. 1). Stroddcr, F. 0. 

Gallimore, E. S. Nakamura. E. V^asiidova. R. R. 

Ganguli, B. N. Nurullah, M. Wale, W. A. 

Gregory, H. d. Hao, Y. G. Weatherill, F. \V. 

Griffiths, P. Richards, D. Webster, W. (!. 

liappold, Mrs. A. i\I. Riches, E. J. White, N. 

Jerath, H. L. Sharma, V, Wijesinghe, 1. 11. 

Jones, A. .1. Sharp. N. H. Worniald. S. 

Key ter, [.A. Shepherd, E. Wright, H. E. 

Lees, H. Silva, 0. B. de. Young, T. (J. 

Tlie following have compounded for life membership-—- 

Duthie, Norman W. Richards. David. 

Ganguli, Bhupendra Nalh, Soda, Dr. Kiiehiro. 

The following have been admitted to liibrary membership : - 

(Cardiff Public Library. 

Chinese Government Bureau of Economic Information, 
Peking. 

Library of the Commercial University. Rotterdam. 

Ministry of Finance — Bureau of Markets. Shanghai. 

Ministry of Foreign Affairs. Nationalist Government. Ih'piibjic 
of China, Wu-Han. 

Nobelkomnite, Oslo. 

Williston Memorial Library, Massachusetts. 

University of Denver Library, Colorado. 

We record with regret the deatlia of the following Fellows of 
the Society : 

Adams, William (elected 1800). 

Zuckerkaiidl, Prof. R. ( 1801). 

OrR German correspondent writes : 

“ Since the first volumes of the German \Virtscli'ip>sen^>dl*'' 
ill appear shortly, it may be of use to remind English economists 
of the task and structure of the Enquiry. Under an act of the 
Reichstag (Gesetz iiber einen Aiisschuss zur Untersuchung der 
Erzeugungs-mod Absatzbedingungen der deutschen Wirtschaft) 
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of April 15, 102G, a. committee has heoii formed to investigate 
German industrial, commercial and agricultural conditions. W ry 
wide power? have been granted to it (§ t). All members are 
a})pointed by the Government, but only nin(‘ of them are freelv 
selected by the Government, whilst eleven have been nominatetl 
by the Reichstag— on ])arty lines, of course — and ihne by the 
‘ Reicliswirtsehaftsrat,’ a very important ditferenco from the 
Knglish Industrial ('ommission, with which this ir// 7 ,sf 7 /. 7 /V.v,. 
tm/i ele miglit otherwise b(i eoiiipared. Ample means having 
been granted and sub-committees having been formed (on general 
economic structure, on agriculture, on industry, on ellicieney of 
labour, and on money, credit and public tiiiance), the committee 
went to work on a very comprehensive plan, drawing on all jiublic 
and private sources of information —especially on the materials 
of the census of 11)25 — and examiiung witm's.scs out of number. 
The leading men are Dr. llilferding, the eminent Socialist politician 
and theorist, and Professor Harms. Mncli useful information 
may reasonably be expected from their forth(‘oming publications,” 


Professor E. R. A. Seligman, our Arnerican (.'mn^spondent, has 
been recently elected a Corresj Handing Member of the Institute of 
Kranee, to (ill the place formerly occ\ipied by Alfred Mai’shall. 
Professor Seligman has also had the Emih^ dt* Lavelleyc })rizc 
conferred upon him by the Belgian Royal Acvnhuny of Sciences, 
liCtters and Fine Arts. This prize is awarded at intervals of five 
years to a scliolar whose siuentilic works an; considered to have 
I'oristituted an important progress in Economic Science. Social 
Sci(‘nce, Fiscal Science, International J^aw. Ibiblie Law, or 
Politics. On the last two occasions of its award th(‘ prize has 
fallen to Professoi- Gid(' and AlfrctI Marshall. 

'Fhe (,'oum;il of Manchester rniversity has accepted fjoin an 
■iFionvmous donor an offer of 11.000 a year f(»r a period of five 
>ears to establish a research post to promote the study of ])ost- 
war econoinie and social problems in this country. Ibofossor 
Henry ('lay, who has been Staidc^y devons Professor of Ikfiitical 
Economy and Gobden J^ecturer in tlie University of Manchester 
•-ince 1022, has been appointed to the new ('hair of Social 
Economics for the period of five years, as from Sc})t<‘ml)er 1027. 
I'iu; duties of the ('hair are particularly coiic(‘rned with tlic 
lelatious of Government and imlustrv as atfected by post war 
problems. 
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W ith reference to Mr. Paul Einzig’s article on “ The Gold 
Points of the Exchanges To-day ” published in the Journal for 
.March 1927. a South African correspondent writes to point out 
that there are some cases in which the interest factor need not bo 
allowed for when calculating the gold points of an exchange ; for 
example, in any case in which the Central Bank of a country has a 
statutory gold reserve against its note issue and is permitted to 
ificlude in this leserve gold in transit. The South African 
Reserve Banlc is a ca.se in point. The fact that there is not 
neces.sarily a loss of interest during the transit of the gold enables 
the Bank to quote more attractive term.s to the mines for their 
gold than tliey would otherwise receiv^e. and consequently to 
control the marketing of the bulk of the gold output. 


'Fhe Poliak Prize of five thou.sand dollars for the best adverse 
criticism of Profits by Foster and Catchings has been awarded 
to R. W^. Souter. Lecturer in Economics, University of Otago, 
Dunedin. New Zealand. There were 43’) contestants, including 
fifty Pia)fe.ssors of Economics. The .second place was obtaiiual 
by F. L. Olmsted, landscape architect of Brookline, Mass. 
Amongst others, Mr. C. F, Bickerdike, Prof. A. H. Haugen of the 
University of Minnesota, Mr. P. WL Martin of the Intcrnationid 
Labour Oflice and Mr. V. V. Novoyitov, Lecturer in (VuTcncy 
at the Polytechnic Institute, Leningrad, received honourable 
mention. The judges \va*re Mr. Owen Young, Prof. Allyn Yo\mg, 
and Prof. AVeslcy Mitchell. 


Attention is called to the following offer, which is of such a 
character as to be of the highe.st interest to a public library : — 
“A Collection of some 3000 books and tracts on Economic 
and Social History, extending over the period from the end of tlu* 
sixteenth century to date, is offered for sale by private treaty. It 
includes many works on social and economic history now very rare 
and difficult to obtain, including first editions of most of the great 
economic classics ; and while it can only give a partial representa- 
tion of so extensive a literature, it is believed that it would serve 
as an excellent nucleu.s for the creation of a large and important 
social and economic library in a University or other similar 
public institution. For further particulars application should he 
made to Books, 7, Jesus Terrace, Cambridge P 



RECENT PERIODICALS AND NEW BOOKS 

Journal of thf. Royal Statistical Soclcl)/. 

Vol. XC., Part I. (knmn Currency ; its Collapse and Recovn-y, 
1920-26. Lord D’Abernon (Prosidcnitial Address). A critical 
history, with concluding observations on the conditions requisite 
for recovery from catastrophic positions of currency and excliange. 
Inflation and Deflation in the United States and in the United 
Kingdom, 1919-23. H. W. Mackosty. While tlie policy of the 
banks and of the Treasury affected prices. tliLs was not the main 
cause of the fall in prices. The real eau.se was the “ strike of tlie 
consumer ” against the high cost of living. This deliatcd price's, 
and deflation of credit followed. Precision of Means and Standard 
Deviations. E. C. Rhodes. 

Economica (London School of I'^conomics). 

March, 1927. Technical Influences on Vertical Integration. E. 
Lavfnoton. It is argued that the dominant technical iiifliieiices 
are those making for simple lateral combination, wlii('h is contrasted 
with either vertical or lateral ‘’integration.” But there are 
certain influences which modify this ti'iidency, which are 
exemplified from technical conditions in certain industries. The 
Organisation of the Swedish Money Market. K. Kock. A 
concise study of somewhat special conditions, of ninch comparative 
value. Siceating in the Clothing Industry. S. P. Donn.s. 

The Sociological Review. 

April, 1927. A Comparison of Chinese and Western Civilisation. 
J. H. Bridges. The Village. World ; Actual and Po.'^sihle. P. 
Geddes. Life in a Highland (Hen. “X.” The. Rise of the 
Danish Peasantry. P. Manniciie. 

Journal of the Economic Socitly of South Africa. 

January, 1927. The first i.ssue of thi.s Journal has many weJhkiiown 
contributors. In an article on The Seressity for Economic.^ Mr. 
W. FI. Clegg, Governor of the South African Re, serve Batik, 
illustrates his subj(*ct by ca number of practical [iroblems. 
Professor Lehfeldt, in discussing Changes in the National Income 
of South Africa, makes some new ob.servations on Pareto's formula, 
and its accuracy at the lower levels of income. In his pap(*r on 
Site value as Basis for Municipal Ta.cation. the Din'ctor of t'ensiis 
and Stati.stics considers a number of jirinciples of taxation in their 
local application. Professor Plant, on The Customs Tariff as a 
Means to Revenue and Protection, is strongly critical of the new 
South African pnqiosals, in place of which he offers other sug- 
gestions for industrial development. J'hen* are shorter papers by 
Professor H. Clay, and Dr. A. J. Briiwer, (‘hairman of the Hoard 
of Trade and Industries. 
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Rfvifir of Economic Stati-^tics (Harvard). 

JAsrAHY, 1027. Riviatv of the Year 1926. The indices show the 
j)ersistonce of groat business activity in the face of declining 
coniinodity prices. The Monty Market in 1020. W. R. BunoESS. 
'riic changes in 1026 were part of a longer movement beginning 
towards the end of 1024, which ha.s resulted in a substantially 
higher level of interest rates. The credit expansion of the past 
two years has betm almost wholly outside New' York City. Art 
Index of (hnernl Business Conditions, 187”) -10 13. VV. M. 
Persons. An index for the perio<l 1875-1002 is obtained from 
statistical serie.s similar to those used for the index of current 
business conditions, the comparative data l)eing tabulated. For 
the earlier period, neither the general correspondence of the 
cyclical movements of the three constituents, nor the systematic 
lag. i.s as pronounced as for the later period. Wceklj/ Fluctuations 
in Outside Bank Debits. W. L. C'Rt'M. Market I'alue of Industrial 
Equities. F. B. Smith. Cyclical and Sectional Variations in the 
Sale of Public Lands, 1816-60. A. H. Cole. Data are offered 
which may throw light on the course of American settlement. 
Movements in the sale of lands usually preceded the movements in 
general business, as reflected in prices. Up to tlu‘ (’ivil War, this 
statistical series shoidd be taken into account as forecasting tlie 
general course of business. 

American Kconmnic Review (Harvard). 

Marcti. 1927. Economic Advisory Work for Governments. E W. 
Ke.mmkrer. Why do foreign Covernments choose Amcric'an 
economists as advisers? what is the kind of w’ork I how far is tlu' 
advice followed? what economic fallacies are most likely to 
obstruct the work ? The, Function of the Entrepreneur. C. W. 
Tuttle. A statement of the position that profit depends on a 
special function or condition, not on a totality. This comlition 
i.s the ownership of opportunity for organisation. The fiinction is 
to bo separated from that of employer. Economic Effects of 
luheriianee Taxes. (1. F. Hoover. A discussion of the incidenn^ 
of inheritance taxes on the aeeumulation of capital, on its dis- 
tribution, on the scale of production, and on savings. “ Mo.st of 
the argument.s thus far u.sed against the inheritamie tax aie l>a»l 
ones." Going Vatne In Ctilify Valnalion. M. C. Waltersdokf. 

aceoiinting an<l legal problem of allowing for dcvelopnu'nt 
eost.s or lo.s.ses, by amorti.salioii from earning.s or alteration of fla* 
basis of rating, in piil)lie utility eorporatioiis. 

Quarterly Journal of Economics (Harvard). 

February, 1927. Utility ('urves. Total Utility, and Consumers 
Surplus. H. F. Miller. It is argued that Marshall’s conception 
of Consumer’s kSurplus is fallacious; in respect of the regular 
consumption of goods total utility is the simple multiple of final 
utility. The higher intermediate utilities were real only when Ha* 
corresponding degree of w ant existed. There may be a consumer .s 
surplus in certain special cases, as when rate of consumption is 
changing, or when a “ bargain utility ” is got even at the margin. 
Further, Marshall’s surplus, like any Rent, i.s not due to the liigh 
psychic returns from some units of consumption, but to the bad 
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terms got from other \inits; if there were i\o Diminisliing Utility, 
the surplus would he greater still, so that J). U, really creates a 
deficit. ]\'hat do ' Statist Leal Demand" Curves shoir / K. J. 
Working. Do staf istical curvets eorres))oud to those of (Toiiomie 
tlioory t The former are affected hy tlw' ‘ variahilily ’* of the 
supply and demand schedules, in such a way that the fitted 
stattstioal curve will conform to tlie factcjr wliich lias ndatively 
cliauged less; and corrections must he applied nuluce the 
variahility of either factor in order to approximate to the curve 
of that factor alone. If the shifts of demand and supply are 
correlated, the fitted curves might better he descrihed . s lin<‘s of 
regression. Furtlier jnohlems are involved, according as the 
demand curve is taken to include jirodiieers' demand or, apart from 
tills, consumers' or dealers’ demand. Finally the re is involved the 
(|ucstion how far other things are held equal. Drprecialion and 
Valuation for Hate Control. J. C. Bonrhiout. With a brief reply 
by Professor Allyn Young. The Copper Minuuj Imhislrp in the. 
United States, 184d-l925. F. K. Rk’HTER The Infiiienee of the 
Anglo-French Treat ff of (ommerre of iStlt) on the Development of the 
Iron Indnsirif in France. A. L. Drenuam. 

Political Science Qnarterhj (New Yorlv). 

March, 1927. The Scientific Da'<is of Fascism. (’. (.«lni. The “ law 
of political cycles," in wliicli Fasci.sin is a stage, can h(‘ justilied in 
the light of (‘cononiic coiisidcratiems. 'PIh' process of exerci.<iiig 
political activity is a comparatively pleasant one, and tends to 
run to excess, so that restoration of aut hority is required. “There 
can be no doubt that the fa.scist experiment has had highly 
satisfactory results in Italy, * but undm* exceptional conditions. 

Journal of Political Economy (Chicago). 

Febfuary, 1927. Value for Taxation and Ralc-malSiKj. C. (». 
Ti NELL, Higher Commercial Education in Italy, K. C. Lango- 
BARDI. Jurisdictional Disputes. B, Iv Montgo.merv. hihor 
Policy of Oneida Community, Ltd. F. Lowenthvl. Invesiuunls 
anti Fire and Marine Insurance. S. H. Nehlove. 

Wheal Studies of the Foot I Rest arch Jnslitutc (Stanford Uiiivcr.sity, 
California). 

Febri .vry, 1927. The McNary Uaugtn Plan as ajfplird to Wheat : 
Operating Probhms and Economic Consegiu nces. 

March, 1927. The MeSnry-Haugm Plan as applied to Wheal: 
Limitations impost d Uy the Prrsi nt Tariff. Tlicsc issues arc 
devoted to exposing the futilities of a Bill which has since hia ii 
veioed by the President, 'fhe central fc'atiircs of the jilan wen' 
the operations of a federal board, seeking to maintain domestic 
prices at enhanced levels Ixdiiiul the taritT wall, to segregates 
the surplus over domestic requirements and .s(‘ll it tor wliat it 
will bring, and to distribute operating costs ami losses among the 
growers by means of an cqiiali.sation fc(‘ on each bushel sold. 

May, 1927. Survey of the Wheat Situation, Decemhi r 1926 to March 
1927. During these four months international shipments were 
heavier than in any similar period of rec ent years. Large ciop: 
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l)ccanit* available in Australia and Argentina, and exports were 
stimulated by a decline in ocean freight rates. European demand 
showed continuous strength without, however, any sign of an 
accumulation of stocks. Wheat prices moved within a narrow 
range. Early indications point to increases in harvested acreage 
and good crops in 1027, except in India and North Africa. 

Revue. (Vf^ronomie Politique (Paris). 

November Dec RMBER, 1026. Le rapport du ComiU dee experts el la 
revalorisation du franc. E. Sauvaire-Jourdon. La proprUte 
fonciere dans les colonies sionistes. C. (Iide. Le mouvement 
onvrier dans les mines de. houille aux itats-U nis. A Phujpp. 
Stabilisation et credit au commerce, exterieur. B. Eliacheff. Lp. 
rnarche des bans du Trisor en Grande- Bretagne. R, Clauou6. 

Jaxuary-Febrcarv, 1027. 1m depreciation el la stabilisation dn 
franc-beige. B.-S. Chlepner. £tiule critique de statistique du 
(■homage en France. H. Frss. Le mode de repartition des dettes 
autrichiennes ct hongroises. A.-N. Sack. L Angleterre apres la 
crise minihe et la querclle des banquiers. L. Baudin. De la 
distribution du crMit par les banques americaines. R. Clauoue. 

Journal des Pcoyiomisles (Paris). 

Febri'akv, 1027. Lc Aoaveau Regime des ('hemins de fer de. I'Ktat en 
Belgique. G. de Nouvio.x. 

March, 1027. La Conference iniernationak des cartels. Yves-Gdyot. 
This article is noticed on another page. La Question chi noise ei 
VInierH comman. X.X. 

April, 1927. Les Rlats-Vnis (Vaujourd'hui et les Veriles ecotiomiques 
en action. Yves-Gcyot. La Confience, konomique intermilionale. 
E. Hantos. a hopeful view of the possibilities of the Conference*, 
einj)hasi.sing especially the pari to h(‘ played in future by inter- 
national cartels, the control and, if public interests required, 
dissf)lution of which would he in the discretion of an international 
tribunal, under the autlioritv of the League of Nations. La 
Renaissance industrielle de Reims. G. OK Nocvjon. LJndividual- 
isme politique et konomi(pie. N. Mondet. 

Im Musk Rocial (Paris). 

.Janijary, 1027. Peut-on se sousiraire d la deprkiation de la monnaie. 
M. if AMELIN. An examination of measures employed to adaj)t 
contracts to value of money. 

February, 1027. Les Assurances sociales du ierritoire de la Sarre. 
M. G. Moitlin. 

March, 1027. Qudqnes aspects de la Rkolution monkaire dans V Europe 
coniejnporaine. M. P. Lyautey. Summary of an addres.s to the 
Gonferciice of December 1926, with the comments of M. Franyois* 
Marsal, formerly Minister of Finance. 

Revue de lyinstitut de Sociologie (Brussels). 

January-March, 1927. Les causes de Vexogamie el de Vendogamk. 
P. Descam p.s. 1m dynaynique sociale et rhistoire. W. M. 
Kazlowski. 
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Schmollers Jahrhuch. 

51 Jahrgang, 1 Heft. Adam Smith, ein Jubildum. VV. LoTZ. An 
address given to the Economic Society of Munich. Hermann 
Heinrich Gossen. 0. Weinber(jer. An account of the contents 
and also of the fortunes of Gos.sen’s “ Law.s of Human intercourse,” 
1854, a rediscovered source of the doctrine of final utility. ” Hicht 
vergleichbare ” statistiche Zahlm. F. Zizek. Der Bauer im 
Zeitalter des KajnUilismus. F. Beckmann. Gehurtenriickgang 
nnd Sexiuil Moral. J. Wolf. An address to the “ Sex Congress,” 

1926. Zur Theorie wid Systemalik der Genosmtinrhaften . R. 
Liefmann. “ Like the Trade Unioms, the co-operative societies 
have been hailed as the beginning of a new economic system. 
Alongside of State Socialism and the Trades Union or Cild 
Socialism, Co-operative Socialism has played its part. Its claims 
are somewhat exaggerated.” 

Archiv fur Soziahcmemchaft und Sozialpolitik (Tubingen). 

February, 1927. Die sozialen Klassen im ethnisckdiomogeuen Milieu. 
J. vScHUMPETER. The discussion is limited to clas.ses ethnically 
homogeneous. Classes are given social facts, not constituted by 
heredity, though coloured by it. Families rise or fall out of classes 
constantly, according to the success or failure of the meiiibers in 
mastering the chief work that is the function of the class. Success 
is due to unusual power of will, character, and talent, aided by 
tradition, inheritance, and luck. Entrance thus gained into 
a class may be retained by prestige. The work is done by 
individuals, the effect accrues to the family. Die Kouservative 
Dtnken, K. ^Mannheim. On the philosophical theory of political 
parties in Germany. Ztwei BeAtrdge zur Theorie tier Umlanffi- 
geschwindigkeit des Gehles. A. Hokoloff. The first of two 
essays on velocity of circulation. Der AUgemeine Dentfirhe 
Arbeiterverein und die KrisL^ 1866. O. xMayer. A de.scription 
of the position in April 1866, on Bismarck's proposal of an extension 
of the suffrage, unacconij)anied by the ballot. Die Schwauger- 
schajts unierbrechimg %u\d das Strafgesetz. H. Fl’RTH. Memorials 
of Alfred Marshall. A. 8alz. A warm and discriminating 
tribute both to Marshall’s personal goodness and to his economic 
leadership. 

Zeitschrift fur die gesamte Staatswissenschafi (Tubingen). 

82 Band, 2 Heft. Stmt and Gesellschaft . G. Kessler. GeseUschaft- 
liche, ivirtschaftliche und technische Entu'icklung in threm inneren 
Zusammenhange. G. Jahn. Preislehre und Konjunkturforschung. 
0. VON ZwiEDiNECK-SuDEN HORST. W ege zur Geicinnsteigerung. 

F. Findeisen. Arbeiierseek und Wirtschafisgesetzlichkeit. xM. 
Muss. Die Oeschdfts-und Familienpolitik Jacob Fugger des 
Reichen. J. Strieder. Die Fimnzendes englischen Absolutisynus. 

G. Brodnitz. Zwr Qeschichte der Entmcklung der Personal- 
beateuerung in Preussen. W. Gerloff. Der Aachrichiendienst 
des Sdchsischen Hofes vom 15 bis 18 Jahrhumlert. J. Kl^npaul. 

[Festgabe fiir Karl Bucher zu sienem 80 Geburtstag am 16 Februar 

1927. ] 
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Jahrhilchcr Jiir Xationalokonomie und Slafistik (Jena). 

l’J() lianti, I Kelt. hankmAanpolHik uud Konjunkiur und Krise.. W. 

i)i(' Krisifi im britiachen Kohhnlwrfjban. F. Heyer. 

1-0 Hand, 2 Heft. Prodakth'itdt und Soziahilitdf. Ver.sHrh i'lner 
.'U):i(tb n Jidjt undnng des Be[p iJJfi dcr marktu'irtsrhafUichen Brfji(d)i(p 
krif. K. Konrckucr. J)as Opurrbp. ini (dim Griechtnland und 
d((s /uipitfilistische (imrrbr. K. VV. Reich ardt. 

120 Hand. J Heft. (Maih'H, l!)27). Xationalbkononiie und phdnomeno- 
Imjisciu' Bhdosophie. d. Hac'K. Da.s Gpn'trbe ini alfpn (iricchpufaml 
ii/id das kapltalisllsr/ip. (bnveibp (Sc-lilu.'i.s). F. W. JHaciiAUbT. 
rdnr die Tinoric und Slafistik drr Konzenfndion. W. Leonti Ei\ 

V ivrUdjahrsht'Jtc :.ur Konjunklurforschiuig (Horlin). 

1 dalnTian;i. Heft J. 'Idio depre.ssion of J020 Jnis ])assod its worst ])uint. 
In (iermany, the li.sinjjf mnjunklur of tlie end of tlie year was not 
entirely dia' to forei;,ni intlnen(‘es, hut had its roots in the national 
e<-onojny. There is a general hut slow nnival. Ll is not eertain 
how fai' this i.s “ structural " rather than “ eonjunctural.” 

Sondeiheft I. Zur A/adpsr dcs Kispunutrkfs. II. kScn.MOinER. An 
exhaustive' study of the liistory of this market, in relation to he)th 
structure and conjuncture. [*art I deals with the })re-war pciiod 
since* ISTtl, Part 1 1 w ith the* |)eriod 1010 -20. TIk; last section of Pai l 
JI, on the structures of the (Jerman ire)n marke't, is of .s|>e>eial 
inte'iest at tlie present time. (\)nelitions of the weudel-marke't are 
e'xamined for lioth periods, d'he' statistie'al tables will form an 
important re*fere*ncc for stuelenls. 

1 Jahi'f^nin^', Frganzun^she'ft L Kin Htchpnjtddcr als KonjunLtur- 
ursarhi'. F. Sc hmidt, (k-ldniurktlagc und Hrirfisbankpolitik. \V. 
iOuoK. Zur Frarp'. des VolksirirthsphafUichm Frkrnntn isinJadts dn 
Bankhibur.r.iffrni. A. 1Iah.\. 

Wrlln'irfsrhafdir/irs Arcfnr (Jena). 

Ai’KIL, 1027. 25 Bane], 2 Heft. /.>/V Wcltu'irfsphaflskonpnar:. H 
ilAHRr.’?. Modrrnrr Ahsolnfisnius. hk n’on Bec’KEHA'IMI. Iid(i'- 
naiioiadf. Karf(Ih\ P. Liefmann. 'riiis articles is imtice'd on 
another fia^en J)ip. W'irtsrhaftlirhrn (irnndlaijpn FoIpus und dir 
pnfnisi'hpu Aussfuba/nb Isljrzirdmngpn. P. PvOTH. Ifat'hkapdal 
■is/nus. F.Salix. Frie'drich List und Aelam Miillt'r. A. SoMMiai. 
Zur MofjJicJtkrif drr Fonjunkfuitlicarir. h\ OrrENHElMEH. 

Sriptilia (Milan). 

AIahi if, 1!)27. The Jbditiral I mporfancr. nf Wurkt ng-class F.ifuraluni . 
II. S. FrjiNiss. There lias bee-n confusion between two id(*als ol 
educat ion— whether it teaches pe^ople to think or to be'licve. '1 hi-^ 
di.stinetion corresponds to two line's of ri'ce'iit deve'kipment in 
iMieland, re'presented by distinct institutions, which may he* 
calied workin^<;-ciass education, and indejicndent workincwla.ss 
e'ducation. Thc'V hold in eorninon, however, certain fundamental 
piinciples, such as democratic; control of the schemes, choice hy 
students of their envn class .subjects and tutors, and the use ol thr 
knowlodye gained in the service of the Labour moveincnt. On 
the last point there has been a ditference of inti'rpretation, which 
has led to controversy and friction, and which i.s explained ui 
detail by the late Principal of Hirskin College. 
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(jtii}ru.ah KroNomi'^a (Miini)). 

Jani'akv, 1927. 11 capllallsmo dviln rJnsy.i npnvir. \\ I’okk!. A 

comimiison of worUiiig-class savjn,ii;.s in llritain. Itniy iind the 
Tnitr'd StatoH (on Iho basi.s of articles in tlic /-'ronoffi isf. cu! 

(’arver, Thf^. Prvstmt Economic Ih ndiitiun m thr I'.S.), <il()\^i.)^ 
decreased alooliolic consumption (Italy and lirii.i;ii) .md posit ivc 
returns iti each eountry for savings and assurance institutions. 
J'he brief sketch of the Bow Icy Hogg invest i'r.o ions imo Powrtv 
will be useful for Italian readers, but the Italian .statistics are too 
incoinj)lete. to be of value. U portndl (U nnm nd ItiJd i detailed 
review of the economy of the iV)rt of (lenoa, which \\f>u!d he sUll 
more ustd'ul if accompanied l)y similar eom|)arisons for Trieste. 

1'’i:bhi:a1{ V, 1927. Ln ncr.ionc. (conom.ica dd rischlo. F. ('iii;ssa. Ln 
stabilizza^ionc munddrla nd Bchjlo. Iv Fossa’i i 

March, 1927. Lo cri^l c Ic Porlc cconfonlchn. (I. oi.i. \d.({ i:io. /.// 
df’jldiionc nr I rdjuttrdi dd nuzzdjiorno. (I. F. Do.sviio, 

Mi Iron (Padua). 

M.\RCH, I!)27. On fhr Size and ( 'onstitnilon of Ihr " pilmi. Enmilu ' }’,> 
EmjJand and ll'u/e.<?, ,f. \V. Nixo.v. 

(A table is eotupiled from the (Vnsus on a special nie.lu'd, ai d a 
classification given liy industries, and by gioups \ar\iiig frotn 
“ high '' to “ very low in respect to .size of family innler sivtcen 
years.) 


Iji Rifjnna Sue lair ('ruriii). 

Jani ary- FKimcAiiY, 1927. /Vr In ricodruziunc ikl hilanri ddU vorh/<> 
anonime. An article by Prof<*ssor Kinaudi. arguing for rev ariatioji 
of items entering into tin* balanee-slu‘et of a joint-stock couipciu 
at vjirioiis dates under a Iluctuating exchange-rate -a useful u ’ c|c 
for accountants and the (Italian) rtwenui' authorities. In 
L'orgauizzazionc sindlcab' niondudc, Arturo Salueei nwiew,-. the 
numerical world strength of organised labour ■ his figures .'or tlie 
Italian Syndieal Corporations of l.al)o\ir are u.seful. 'Ihe dev< !.>]>. 
ment of iminici])al linanee in a typit'al Italian i ity i^ dealt aid) m 
F. A. Hepai'i's 1 dazi di consumo ddlu citU'i di Tmi/tu ndl' ’/'hmu 
.sccolo~an admirable study In an authority «>n Italian iu; 'iKd 
finance, and interesting and enlightening for students of mumeip.d 
taxation and its etfects on commodity prices within pnc^erdud 
areas. In the same number Profes.sor Kinaudi reviews. ver\ ihl\ 
JMid to the length of an article, the Beport of the Inili.an ('utreney 

( ommission (1920). 

Annall dl Econotnia ((Jeiu>a). 

\ol. III. (1920-7). La cri^c dell' cconom.ia hribninlca, l.or.fA. 

11 problemi deniografico i ngh -sc . ( k ( 1 1 s i . 

11 imreafo moncUxrio. (f dee Vtarnio. 

Le Finunze inglcsc. M. Panno. 

1m controversia doganale e la prefe.rcnza impf dale in 1 nghilirDn . < •. 

Prato. 

Iai crise del!' induMrla carbonimt brlfanmcn. F. .MoarAtcA. 

Im crise delV indtidria colonicra brllannica. (.. Mohtara. 
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Indian Jourrud of Economics (Allahabad). 

July, 1020. Income Tax in hidla. G. Chaud. Tlic Act of 1922 
should be given a longer trial. A Review of Recent Literature on 
the Problem of Population. B. N. Karel. An Early Proposal 
for a Federal System of Finance in India. P. J. Thomas. A 
study of the scheme of decentralisation associated with the name 
of Massey, and first worked out in 1807 by Strachey. The Tobacco 
Trade of the Madras Presidency. N. O. Ranoa. 

Revista Nacional de Economica (Madrid). 

Jan TAR Y- . February, 1027. Arbitrios del vccino de Tarancdn Francisco 
dc la Fucntc. C. Fspkjo. El problema economlco de las penas de 
privaridn de libertad. F]. C\ Calon. LiquidacAon de los Pre- 
supuestos (jenerales del Estado. F. A. Y Bartrtna. El impuesto 
sobre rentas y ganancias. L. V. Paret. El comercio dc telas de 
Laval en Espam y en la America espahola. H. 

International Labour Review (Geneva). 

February, 1027. The New German Labour Protection Bill. J. 
Feio. Collective Bargaining in the U.S.A. L. 1). Clark. The 
Protection of Workers against Unfair Dismissal in Continental 
Legislation. F. Molitor. 

March, 1027. The Labour Movement in China. Ta Chen. “Certain 
aspect.s of the Chinese labour movement are still too foreign in 
st)irit. Trade Union methods and practices of Western countries 
should be so modified as to .suit economic and social conditions in 
China.” The. Austrian Works Councils Act in Practice, I. F. 
Adler. The que.stions mainly at issue arc the Council's right to 
oppose the dismissal of a worker, and the immunity of the members 
of the Council. 

Ska nd i na viska Krcditaktiebohgel (.St ockholm) . 

April, 1927. The Dislocation of Prices and its Consequences. G. 
Cassel. Lack of purchasing power is not an explanation; there 
is no abstract purchasing ])ower apart from production itself. It 
is this fallacy Avhich leads to the theory of restriction. Th(' 
derangement is due to different rates of change of prices, especially 
as between raw materials and finished products. The {Sired iAi) 
Economic Situation during the first Quarter of 1927. 

Ecoiwmic Review (Kyoto). 

Dec ember, 1926. Double Taxation, with special Reference to its Inter- 
national Aspects. M. Kambe. a detailed study and classification, 
of the variations in form and definition of double taxation. 
Various methods of interstate agreement are proposed in order to 
(‘liminatc double taxation in its international aspects. Attention 
is also drawn to cases of double taxation in respect of indirect taxes. 
The Agrarian Problem in the Tokugawa Regime. E. Honjo. 
Seasonal Fluctuation of our National Finance. S. Shiomt. An 
investigation showing the seasonal nature of revenue as affected 
by some special national conditions, and the consequent place of 
Treasury Bills in the national finance. Some Characteristics of the 
Chinese National Economy, fcf. 8akuda. Agricultural Problems 



1927J RECKNT PERIODICALS AND NEW BOOKS 347 

and their solution in Japan. S. Kawada. Jt is argued tliat the 
agricultural problem in Japan is similar to that of other progressive 
nations, and can only be solved by equalisation of industrial 
conditions and cultural opportunities between city and country. 

Chinese Economic Journal (Pekin). 

January, 1927. This is the first number of a now Journal, which 
incorporates the C’hinese Kconomic Monthly. Chief importance 
belongs to an article by ('hang-heng Chen on ('hinges in ifie (howth 
of China’s Population in the last 182 IVar.s*, which provides impor- 
tant statistical data, and shows, for these periods, the slowing of t he 
rate of growth. Other brief studies of ('hine.se farming and 
communications are of great interest to Westerners, and W(^ w elcome 
this new venture of the Chinese Jiureau of Keonomie Information. 

Ekonomisk Tidskrift (Uppsala). 

1926, Nos. 7-8. The Future of the Cold Standard. David Davidson. 
The restoration of the pre-war gold standard assumes the return of 
the old central bank policy, which was rather peculiar. Its basis 
was that the convertibility of the notes should be guaranteed. 
Such a policy could not lead to stable price conditions. Already 
the Bullion Committee of ISIO, under the iiifiuencc of Thoniton, 
recommended a discount policy aiming at an carif/ reaction upon 
credit to prevent variations in the value of money. Peel forgot 
that when he drafted the Bank Act, and unfortunately beli(;vcd 
action at a later stage of development to be sullicicnt. i.e. when the 
amount of notes had already begun to rise. I'he smooth working 
of the gold standard assumed that all countries tried to restrict gold 
movements and thus prevented individual inflation or dellation. 
(If one country deflated considerably, the others would lose gold 
and be forced to an undesirable credit restriction.) When this 
condition was no longer fulfilled, the international gold standanl 
must break down. This happenetl in 1914. There was nothing 
in the system to prevtmt a slow all-round inflation or deflation, but 
violent movements of the price levels wert' imj)ossil)lc. A certain 
tranquillity, not immobility, was reached. After 1914 the gold 
movements became enormous. New' criteria had to be found. 
The Federal Re.serve Board after the war aims at maintaining 
normal conditions of production and seems to disregard gold 
movements. Small variations in the discount rate arc made 
effective through warnings of other kinds. Will this continue, 
when Kuropc as a whole has returned to gold ? It .seems probable. 
It is, however, necessary that the U.S. keep their “ superfluous ” 
gold, for othcrw'ise they will not be in a position to disregard gold 
movement. Other countries will have a sort of gold exchange 
standard, and their monetary value will be alTected by g<)ld 
movements, but not the money value in the U.vS. If some countries 
do not follow', e.g. a deflation in the U.S., their gold will begin to 
flow into countries which keep their currency at par with dollars. 
To small countries this might be dist urbing. Therefore the Swedish 
embargo on gold imports (for everybody but the central bank) is 
well justified. The Government Proposals about the Social Insurance 
of Accidents and Illness. P. J. G. Lai rtn. A paper read to the 
Economic Society, Stockholm, followed by discussion. 
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lili'f), \o.^. U 10. T/ir Indtislridl Dnrlopmvnt and the Kig/tl-J lours Da//. 
drsTW Aktohman. 'Phis is llu‘ lirsl part of a loiii^ ossay, built oti 
tlir invest i^alion inadt' by the kSoeial Board into the situation in 
1021. One of the j^roldenis discussed is how to measure th(‘ 
inerrasi' in t.he worker's et’ii-it'iicy that is eaiis(‘d }>y the shorteniiii.: 
of tfH' workinti: <bay. Distinction suould be made between four 
(yjH's of teclmieal chansi^es : increase* of machinery, new inveadions, 
incri'ascd “ automatism ’’ without nt‘W inventions, and increased 
spea'd in the machinery. Only tlie latte'r is certainly a sign of 
greater intensity of work. The result of the investigation is that 
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discussion. 

I02b, \os. 11 -12. 77/e I'lfonornic I f 'sto/ 1/ of Stn f/rn }inihr flu' Injlnii,,! 

of the World ll’ur. D.wtd Davioson. \ re\ iew of t lu* work t ) i,i 
has b(‘en edited by l‘rufe.s.s(a* lleek.-;ebei' i'l ^le* Carnegav jbulnw 
m^mt Series. The Vf/ofitjf of onr r>a.i/:-noif's unrim; fhr Wrrhl I* u/ 

S\ PN Brts.m.x.n'. In his analysis of ujtm *tarv eonde ious [lee h; f 
found a notable d{‘eie;is(‘ in the velo/‘it\ nt einmlation of th(‘ Iro k 
notes during tin* last t woyea'-s of i he war. 'I’.his 's eoni rar\ to u t' o 
oiu would expect, as tin* velocity ustially rises during t iius < i 
intiatioii. Brisuian i ries to demon*^'' inte liiat although Mie \oI'ii]ic 
oi’ production was redueeil, yet tie volume of eireulation in oa 
commodity side was increa.sed. ('V(*rv commodity p.i.s.'< = ng betun i. 
a greater iniinber of hands t'nan Imfore the war. Thi'n-b re |i’- 
velocity of the bank-notes was in reality grimter liiae in 
77/c ('ondifions of ('oin/ntition it> t/i- Sngar Indiif'/n/. D\'. i, 
I)..\ insoN. A thoi'ough analysis , ehi<‘(i\' on a. stalisM'-al i'a i- 
The Hoads and the Motor Tratfie, ( Mmrur.iNc. A paper oan’ ‘ 
the Feonomie Soeiety, Stoekliolm, followed hy discussion. 
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WAGE POLICY AND UNEMPLOYMENT 

§ 1. Beforii: the Great War there can be little doubt that 
wage-rates in Great Britain were adjusted in a broad way to 
the conditions of demand and supply. Of course the adjust- 
ment was not perfect, particularly in bad times. But it would 
have been generally agreed among economists that nearly 
the whole of the unemployment found among willing, able- 
bodied workpeople was due in one w’ay or another to industrial 
fluctuations — general lluctuations, to which changes in wage- 
rates only responded slowly, and relative Huctuations as between 
different industries and ditlcrent places, which necessitated a 
certain amount of lost time to people in passage from one job to 
another. It w^as nowhere suggested that the general body of 
wage-rates had been forced up too high relatively to the openings 
for employment, in such wise that, even had no industrial 
lluctuations taken place, a substantial numl)er of healthy persons 
seeking employment must have been always unable to find it. 
In the post-war period, however, there is strong reason to believe 
that an important change has taken place in this respect ; that, 
partly through direct State action, and partly through the added 
strength given to workpeople’s organisations engaged in w\agc 
bargaining by the development of unemployment insurance, 
wage-rates have, over a wide area, been set at a level which is 
too high in the above sense ; and that the very large percentage 
of unemployment which has prevailed during the whole of the 
last six years is due in considerable measure to this new factor 
in our economic life. 

§ 2. The chief grounds for this view may be summarised as 
follows. Over the average of the six years beginning with 1921 
the percentage of unemployment, as calculated from the Trade 
Union returns, fell below 10 per cent, in only one year (i.e. 1924 
with a rate of 8*1 per cent.), and, omitting 1926 on account of tho 
coal strike, averaged 12 per cent. During the thirty years before 
the war an annual figure of 10 per cent, was only reached once 
No. 147. — VOL. XXXVII. B B 
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(1886), and, apart from that, tho highest figure was 7*8 (1908). 
The post-war period has, in fact, had an unemployment figure 
more than twice as high as pre-war experience would have led 
us to expect ; some new factor has been present which has created 
an extra unemployment percentage in the neighbourhood of 
8 per cent. No doubt a part of this extra unemployment is due 
to the abnormal growth of the metal industries during the war, 
and to the fact that tho distribution of workpeople between 
different occupations has not even yet been adjusted to peace- 
time conditions. Had this been a dominant factor, however, we 
should have expected to find a marked shortage of labour in 
important groups of industries to balance the excess in engineering, 
ship-building and so on ; and of such marked shortage there is no 
sign. We are not, therefore, entitled to presume that, in the 
absence of any other change ^ a mere shifting of workpeople away 
from tho war -swollen industries would have enabled any large 
number of them to find work. A factor other than ill-adjusted 
distribution of labour must, it would seem, have been at work. 
In searching for this factor, wo learn that, on a rough average, 
weekly rates of real wages have been maintained in the post-war 
period at, or it may be, slightly above the 1914 level, in spite of 
a reduction of nearly one-tenth in the length of the working week ; 
while for unskilled labour weekly rates have definitely improved. 
In view of tho disturbing and disorganising effect of the war this 
is a remarkable fact. Statistics of production are notoriously 
defective. But Sir Josiah Stamp and Dr. Bowley have recently 
carried out a comparison between our national home-produced 
income in 1924 and 1911. They conclude : “ The real home- 
produced income per head (when duplication is eliminated) was 
very nearly the same in 1911 and 1924; it is improbable that it 
was any greater in the latter year, and it may have been 4 per 
cent, less.” ^ In these conditions we should have expected real 
weekly wages to fall nearly in proportion to the change in the 
hours of labour. The fact that they have not done so might be 
expected a priori to inhibit the working population from securing 
full employment. In a matter of this kind it is impossible to 
demonstrate tho existence of a cause-effect relation. On a broad 
view of the facts, however, when all allowance has been made for 
the temporary shifting of labour due to post-war readjustment 
and for the effect of the great 1921 coal strike, there remains, I 
suggest, at least 6 per cent, of extra unemployment which it is 
reasonable to attribute to the maintenance of rates of real wages 


' The National Income^ 1024, p. 68. 
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above the level that would establish equilibrium between the 
demand for and the supply of labour. ^ 

§ 3. A detailed study of the statistical relation between real 
wage-rates and unemployment during the last eight years appears 
at first sight to afford a very solid support for this view. For a 
considerable period before the war there was a distinct negative 
correlation between rates of real wages and quantity of unemploy- 
ment : on the whole rates of real wages were higher when 
employment was good, lower when it was bad.® Since the war, 
however, there has been a strong positive correlation between 
rates of real wages and unemployment. Prof(;ssor Ruefi has 
calculated quarterly indices of real wages by dividing Rowley’s 
index-number of money wages by the Board of Trade index- 
number of wholesale prices (each being put at 100 for 1913), and 
has compared the resultant figures with the Trade Union per- 
centage of unemployment per quarter over the i)eriod 1919-25.^ 
As the Statist writes : “It will be seen from the graphic repre- 
sentation of these data that an extraordinarily close corre- 
spondence between changes in the level of real wages and changes 
in the unemployment series exists. The principal increase in per- 
centages of unemployed took place during the second half of 
1920 and the first half of 1921. This was the period when wages, 
expressed in terms, not of sterling, but of purchasing power, were 
increasmg most rapidly. The subsequent trends of the two 
curves show almost complete similarity. When jH’iccs fall more 
rapidly than money wages [i.e. when real \vages rise], unemploy- 
ment inercases. When money wages tend to fall relatively to 
price movements [i.e. when real wages fall], the unemployment 
curve shows a corresponding fall.” ^ The coefficient of corre- 
lation between the two series has been computed by Sir Josiah 
Stamp at the extremely Iiigh figure + *95 (complete direct 
correlation being statistically known as l-O)."* To calculate 
real wage-rates, as Professor RuefE has done, by dividing the 
index of money wages by the index of wholesale prices, is, indeed, 
an unsatisfactory proceeding. I have, therefore, obtained a real 

^ What 13 said in tho text must not, of course, bo taken to imply that rca 
wages in all industries are “ too high ” to admit of a general equilibrium. If 
the rates were lowered in certain slioltorod industries to the level now prevailing 
in certain unsheltered ones, it might well happen that tho sholtorod industries 
would absorb, not only thoir own uneinj^Ioycd, but — after a transitional adjusL- 
mont — the unemployed of tho unsheltered industries also. 

* Cf. my Industrial FhictvationSf p. 218 and Cliurt. 

* Revue politique et parlementairCf December 1925, pp. 425 et seq. 

* Statist, January 9, 1926, pp. 50-1. 

Financial Tiinta, March 16, 1926, p. v. 
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wage iiidex-numbei- by the more usual method of dividing the 
iiidt'x of money wages b}’ the Board of Trade cost of living index, 
and, besides continuing Ills tables up to the end of 1920, have 
added a third line to his chart embodying the resultant table. 
Tiie consilience of this new curve with the unemployment curve 
is, it will be seen, practically as close as tliat of Professor Ruelf’s 
original curve, so that no reason emerges for quarrelling with 
his method of presenting the facts. From the data thus brouglit 
together, one is strongly tempted — and Professor Ruclf yields to 
the temptation ^ — to infer that the variations which have occurred 



in the unemployment percentage are directly caused by the 
congruent variations in the average rate of real wages, and — 
which is, of course, not the same thing — that, if this rate were 
reduced to a level “ proper ” to post-war conditions, the excess 
unemployment, as compared with pre-war rates, w'ould be 
eliminated. These inferences are not, however, really warranted. 
It is a matter of common knowdedge that the great slump of 

^ Thus he writes : “ Aussi nous bornons-nous k affilnner ici que, le chomagf' 
<iiiuinuaiit quaiid diiuiiiuo le rapport $ I’oxiatence en Aiigleterre dc phi^n 

(Tun million do chomeurs indiquo quo vo rapport rTa pas assoz diminu(^ pour quo 
Tindico du chOraage revioiino aux environs do ea valour d’avant-guorro ” (loc. 
p. 433, note). 
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1920-1 had its origin in causes lying altogether outside wages, 
and was intimately associated, whether, as some hold, as the 
direct effect of a deliberate policy of monetary deflation, or, as 
ot hers contend, as a joint consequence of the bursting of a gigantic 
bubble of unwarranted optimism, with a heavy fall in prices. Tn 
view of the general tendency of money wages to lag behind price 
movements, some rise in rates of real wages could hardly fail, in 
such conditions, to come about. The rise was predominantly an 
('(feet, just as the growth in unemployment was an elTect, of the 
general causes laying behind the slump. It may be argued that, 
with these general causes in operation, the growth in unemjdoy- 
ment would have been approximately as largo as it wais, even 
though the rate of real wages had been prevented from rising in 
any degree. We may, of course, disagree with this contention ; 
but it is in no wny inconsistent with the statistical facts, and 
cannot be refuted by reference to them. These correlations, 
therefore, interesting and suggestive as they are, must not be 
treated as an inductive proof of the conclusion set out in the 
[)rcceding section. Idiat conclusion must continue to rest upon 
the general considerations there advanced in support of it. 

§ 4. If it is correct — if, that is to say, post-war wage policy 
is in fact responsible for adding some 5 per cent, to the volume 
of nriemployment which is normally brought about by other 
factors— the country is confronted with a problem of a type 
which pre-war economics never found itself called upon to study. 
An extra 6 per cent, of unemployment — I do not, of course, stress 
tlie ])recise iigure — is an extremely serious matter. It is serious 
in its immediate elfect upon the output of material wealth, and 
even moro serious probably, in spite of the palliatives of orgjinised 
short time and unemployment insurance, in its indirect effect 
upon the industrial quality and personal character of those 
persons and their families upon whom it mainly falls. This class 
of effect would not, of course, bo so grave if unemployment were 
spread evenly over all work-peo2:)le, so that a permanent 5 per 
cent, of it meant that everybody was out of work during eighteen 
days scattered over every year. But, of course, in fact unemploV' 
ment is not sjuead evenly, but a great [woportion is (;onc(Mitratod 
in large masses on a limited number of specially unfortunate 
people. It is not necessary to labour what is obvious. Every- 
body will agree that, if it be true that wage-rates arc set at a level 
involving a permanent addition of 5 per cent, to the numbers of 
the unemployed, the position is a grave one. Is no way available 
by which it can be improved ? 
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g 5. The commonest reply to this question is that what is 
rcquireil can be accomplished quite easily by presenting or 
checking the importation of goods which compete with th (3 
products of home labour. Tl\e arguments by which this tliesis 
is commonly supported upon public platforms are not of a 
character to interest economists. The conclusion is not, however, 
proved to be false by the mere fact that most of those who believe 
in it do so for bad reasons. The issue must bo examined on its 
merits. Classical doctrine, while recognising that the exclusion 
of certain classes of competing imports by prohi})ition, restrictive 
licences or high duties may, in appropriate conditions, yield long- 
run benefits by developing infant industries adapted to the 
country, prcstu’ving established indiistries from deliberately 
dcstriudive attacks by foreign combinations, and so on, is scep- 
tical of the more general claims i)opularly advanced on behalf of 
jwuteetivft policu's. It points out that foreign trade is not a 
one-sided but a two-sided operation, and that, subject to certain 
nualifieations connected with international borrowing, the r(‘al 
is'^ue is not whether British labour or foreign labour shall he 
employed in making motor-cnr.s for Englishmen, but whether 
British labour shall he employed in the manufacture of thes(^ 
motor-cars or in the manufacture of export goods with which to 
buy them from abroad. Wc have a choice, the argument runs, 
])etweeu obtaining those motor-cars by making them or by 
making cotton goods to exchange for them. If, apart from fiscal 
interference, we should have chosen the exchange method, 
presumably that is the one which pays us best; and, therefore, 
to i)i’event ns from having resort to it will do us a hurt. In either 
event British labour will— apart from the effect of industrial 
liuctuations — bo fully employed. Interference with foreign trade 
will merely cause it to yield a smaller final product of the things 
we want than it would have yielded otherwise. This argument 
is plainly valid, if we assume that wage-rates are adjusted to 
demand and supply conditions ; for this means that in a station- 
ary state there is no unemployment, and in the actual world none 
beyond what is due to the fact of fluctuations. If, however, if 
be admitted that wage-rates are not fully adj\istcd to demand 
and supply, but, through collective bargaining or authoritative 
State action, are set at levels which, even in a stationary Stab', 
would involve some measure of unemployment, the above argn 
ment is no longer water-tight. 

§ 6. To elucidate this matter it is convenient to imagine an 
artificially simplified case. Let the people of the country bo 
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composed of two groups, equipped respectively to make food 
and to make motor-cars. The motor-car makers insist on a 
“ living wage ” at a level which, in existing conditions, involves 
a number of potential motor-makers being unomployc'd, and the 
food-makers on a wage which, while giving full employment to 
all present food-makers, will not allow of any motor-makers 
migrating to their industry. To focus the ideas, suppose that 
one-half only of the people attached to the motor-making industry 
are in work; the other half being sustained with food, in return 
for no service rendered, by the rest of the population. The food- 
makers meanwhile obtain half the motor-cars they want, say 
100,000 a year, by exchanging food with domestic motor-Tnakers, 
and the remaining half by exchanging it with foreigners. Suppose 
that in these conditions the Government decide to forlhd the 
importation of foreign motor-cans. The food -price oi motor-cars 
will go up, and the food-makers, therefore, are not likely to want 
as many of them as before. But, in order to get the clearest 
possible case, let us imagine that their demand is absolutely 
inelastic and that they 7mist liave 200,000 cars a y(‘ar, whatever 
the price. They will then buy tlie whole 200,000 from the 
domestic motor-makers, all of whoin will now be employed at 
their high living wage. They will obviously b(^ mmii better off 
than befor(\ The food-makers will bo worse off than before, in 
that they have to pay a higher food-price for their motor-cars; 
but they will be better oif in that they no longca* need to con- 
tribute toward.s the support of unemployed motor-makers. 
(.Auditions can ea.sily bo conceived in which the extra cost of 
their cans is less than the savings they make in this way : so that 
they and the motor-makers are both better off than they w^ould 
have been liad the importation of foreign motors been permitted. 
Kven if the conditions arc less favourable, and the food-makers 
are worse off than before, it may still well happen that their loss 
(measured in terms of sati.sfaction) is less tlinn the motor-makers’ 
gain : so that the community as a whole— food-makers and 
motor-makers together — are advantaged by the policy of import 
restriction. It is clear, therefore, that, if wages are set at an 
uneconomical ly high level, i.e. at a level too high to admit all 
would-be wage-earners to be employed even in a stationary state, 
that policy will in certain conditions alleviate unemployment 
and not inflict any counterbalancing hurt. 

§ 7. The policy is, however, strictly limited in scope. It 
goes without saying that it cannot 1)0 u.scd to reduce unemploy- 
ment in industries that make goods for export, nor yet in those 
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which, while manufacturing for the home market, are not subject 
to foreign competition. Moreover, even in home industries 
which are subject to this competition, it would often do more 
harm than good. Thus, against the extreme case of a perfectly 
inelastic demand for motor-cars on the part of food-producers, 
we may set the opposite extreme case of a perfectly elastic 
demand. In that case to stop imports of motor-cars would add 
nothing to employment in the home motor-making industries, 
while it would damage the food }>roduccrs both by preventing 
tlicm from getting half the cars they want, and, by destroying 
witliout compensation a market for their output, thus creating 
unemployment among them. It appi'ars, therefore, that a good 
case for restricting competitive imports as a means of alleviating 
unemployment can only be made out in respect of commodities 
for which the liome demand is considerably urgent or inelastic. 
A delicate discrimination would be needed, for which neither the 
available data nor tlie economic education of governing persons 
are at present adequate. If unemployment is to be successfully 
attacked, some device of more general application and more 
fool-proof in nature is required. 

§ 8. Such a device may perhaps be found in a system of 
subsidies. Considerations analogous to those developed in §0 
show that, wherever unemployment prevails on account of the 
establishment of wage-rates in excess of what are required to 
adjust supply and demand, benefit may be conferred on the 
community as a whole by the impo.sition of certain sorts of taxes 
and the expenditure of the proceeds in subsidies— such as the 
recent coal subsidy — upon wages in industries where there is 
much unemployment. As with tlie restriction of imports, so 
here the position is made clear most easily by means of a highly 
simplified imaginary case. Consider an agricultural community 
in which farmers own the land and employ labourers, all of whom 
are of equal skill. Let nothing else be produced except wheat 
and let wages be paid in kind. J^et the conditions be such that, 
with wages at one biisJicl of wheat per day, all the labourcr.s would 
find employ nuMit, but that, when the rate is put at one and a 
quarter bushels per day, 10 per cent, of them arc out of w{)rk, 
and the aggregate output of wheat, instead of being J bushels, 
is cut down to {A — a) bushels. Let the State insist, for 
humanity’s sake, that a man out of work shall, nevertheless, 
receive, say, one-third of a bushel of wheat for maintenance, and 
let it take from farmers whatever amount of wheat is needed to 
permit of this. In such a case it is easy to see in a general way 
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that, if a tax is imposed on the income of farmers or on the rental 
value of their land, and the proceeds used to give a subsidy of so 
much per cent, on wages, the labourers are bound to gain, and 
the fanners — when their loss through the tax is balanced against 
the extra output of wheat and their savings in respect of unem- 
ployed labour— may gain. For a full understanding of the 
situation it is, however, lielpful to make use of a few symbols.^ 

§ 9. Let (x f- h) workpeople be attached to ii given industry, 
ivhose -products are not exported. Let be the wag(^ at which all 
of them would find employment; the wage which is actually 
established, and x tin*, number of men that are actually employed. 
Tf then things are allowed to take theii* ‘‘ natural ” course, 
li workpeople will be unemployed in the industry. For human ity ’s 
sake these must be somehow provided for ; so w'c suppose that a 
payment r is made to eacli of them, and — to make the case as 
strong as possible — that the whole sum hr is taken from non- 
wage-earners. This is the position in the absence of any subsidy. 
Now let a subsidy at a rate .s* • {w^ — to 2 ) be paid in respect of 
each workman employed; and let the funds for it be raised by 
taxation imposed on non-wago-carners (e.g. income tax). The 
wage (including the subsidy) paid to each workman will hereafter 
still be it \ — the workmen already in work will rec(‘iv() no more 
than before— but it will now pay oinployers in the industry to 
take on (x h) workpeople instead of x workpeople. The 
output of the new h workpf'ople taken on will have a value e([ual 
to .some amount (dc])endent on the slop(5 of the demand curve for 
labour) intermediate between liWi and hw.^. Let it be {hw^ h he ] ; 
which, in the special case where the demand curve for labour is 
a stra.iglit line, — {I 1 W 2 T ^^ 2 )} - i* From 

these data it is easy to calculate loss and gain. \\a)rkpeople as a 
body obviously gain; for h more of them are employed at the 
full wage Wi for wliicli they stipulated. Non-wage-earners 
neither gain nor lose in respect of the x workpeoph^ who would 
be employed anyhow. In respect of the otliors they make a 
payment in wages jilas subsidy equal to : they obtain an 
extra product of a value equal to (hv^ -}- he) (which is less than 
hw ^) ; and they save a payment to unemployed workpeople equal 
to hr. Their net gain is, therefore, equal to {hw^ T- he j hr —hv^} 
— h(r + c — s). This is necessarily positive provided that the 
rate of sub.sidy required is less than the rate of contribution which 
would have been paid to unemployed workmen. In the special 

' The analysis whi-'li follows was suggested to inr*. by Mr. Uanisoy of King's 
Colloge, Cambridge. 
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case where the demand curve for labour is a straight line it ia 
equal to li{r — J 5 ) ; which ia necessarily positive provided that 
the rate of subsidy is less than twice the rate of contribution to 
unemployed workmen. It is obvious that, even when these 
conditions are not satisfied* and non -wage -earners, therefore, 
suffer a real loss, w’agc-earners and non-wago-earners together are 
bound — apart from possible indirect effects of the process of 
tax-raising — to gain substantially. 

§ 10. The foregoing analysis was explicitly confined to indus- 
tries whose products arc not exported. If the policy of subsidies 
were api)lied to export industries, the balance of gain and loss 
would work out less satisfactorily, because foreigners, instead f)f 
domestic users, would get the benefit of the price reduction due 
to the subsidy; in effect British non -wage -earners would be 
paying substantial costs for work done for foreigners, which, 
had there been no subsidy, foreigners themselves would have 
l)aid. Here, therefore, there) would only be a net gain to British 
non-wage-earners if the foreign demand ^vere so extremely elastic 
tliat employment woidd be increased from x to (x -j- h) by a 
subsidy s, such that (.r -f If'ss than hr. The case for 

subsidies as a means of alleviating unemployment is, therefore, 
substantially 'weaker for export industries than for others. Even 
so, however, it is clear that the subsidy device is applicable over a. 
much wider range ihixn the device of excluding imports that 
coi)ipeie with home ])r()dnco. Jt will lessen the volume of 
unemployment in all conditions, not uu'rely in soTue conditions; 
and, so long as it is confined to industrk's whose products are. not 
exported, it will correspondingly increase tlie real income of llu' 
country. 

§ 11. The foregoing analysis is in principle favourable to a 
policy of w’age subsidit’s, at all events in industries other than 
export industries, lU'ovidcd that the maintenaiico of uneconomic- 
ally high wage-rates is taken for granted. When, however, we 
pass from generalities to more detailed considerations, pitfalls 
are revealed. The most obvious difficulty has to do witli the 
eompnralive treatfuent of workpeople in different occupations. 
If all occupations were rigidly separated from one another, so 
that, not only could no one pass directly from one to another, 
but also the choice among them to be made by each new genera' 
tion coming to industrial age was rigidly fixed, everything would 
be quite simple. Each occupation could be treated as a single 
problem. In real life, however, different occupations arc not 
rigidly separated, and account must, therefore, be taken ol 
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possible effects of a policy of subsidies in modifying Iho propor- 
tions of workpeople attached to different occupations. If exactly 
equal fiscal encouragement were given to all occupations, no 
effects of this kind would tend to come about. In practice, 
however, it can hardly be doubted that larger subsidies would be 
paid in industries with low wage-rates and large unemployment 
than in others. For example, at the present time the relatively 
distressed engineering and ship-building industries would cer- 
tainly demand more favourable treatment than, say, the railway 
industry. As the demand for the products of any industry fell 
off and distress became more pronounced, liiglier subsidies, both 
absolutely and relatively to those ruling in other industries, would 
jilways be ealhal for. Such pleas w'ould often be acceded to. As 
a consequence, too many people would be set to and kej)t at work 
ill some industries and too few in others. Kxiraordinary strength 
and competence on the part of the Government would be needed 
to prevent a policy of wage subsidies from acting in this way. If 
these were not forthcoming the resulting social loss might well 
be largo. There is also a second serious danger. If the (govern- 
ment were in a position to control the wage demands of the work- 
people as well as the amount of the subsidies, and if it were 
absolutely impervious to political pressure, the adoption of the 
above policy would not lead to any change in the rate of wages 
demanded. In practice, however, once the policy was adopted 
and, as a result of it, nnemployment reduced to a low level, 
there would be a strong temptation to work[)eople to demand 
higher wage-rates, while employers, hoping to recoup tliems(dves 
from an increased subsidy, might not resist these demands very 
strenuously. In this way both wage-rates and tlio rales of 
subsidy would bo subjected to a continuous upward pressure, 
'this tendency, which would exist even in a stationary State, 
would be accentuatcal in the actual world ; for in tim(‘s of boom 
wages would tend, as now, to go up; and when, subsequently, 
depression came, there would be a powerful (hnuand, v('ry likely 
on the part of employers and workpeople acting together, for an 
addition to the subsidy to prevent them from falling again. The 
annual revenue required to provide the subsidy would thus tend 
to grow larger and larger continually. Tliis is a serious matter. 
To adopt the .subsidy plan is to set foot without adequate support 
on a very steep and slippery incline. 

§ 12. The position then is this. If wage-earners insist on 
maintaining a real rate of w^ages above the economic level in the 
sense defined above, and if no mitigating action is undertaken by 
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the State, an abnormal volume of unemployment, with all the 
material and moral waste that this implies, is the inevitable 
concomitant. In principle it appears that this evil is susceptible 
of large alleviation, of a kind not involving injury to society at 
large, by a system of wage subsidies. Ibit in praetic(^ it is almost 
certain that the application of such a system would hi' bungled, 
with large resultant social loss; nor has there hitherto been 
suggested any other alleviating measure with credentials as high 
as the subsidy plan can boast. I conclude, tln‘i‘( Tore, I hat 
insistence b}^ wagc*(^arners upon maintaining uncconomieally higli 
wage-rates must involve large uncm])loyment and associated 
social evils, and that, in a democracy such as ours, tlicsc evils 
Ciinnot be effectively cancelled. The inference is that it is against 
the? interest of the commnnity as a whole for wage-earners to 
insist upon uneconomically high wage-rates. That interest 
requires the restoration, at not too distant a date, of an equi- 
librium between wage-rates and demand ami su])ply conditions. 
This docs not necessarily imply that wage-earners mti<;b forego 
the benefit of vdiatevei’ transfer of income from liettcr-lo-do 
persons to them would bo made under a policy of wage siibsidic's. 
The same amount of money may still be handed to them under, 
say, a system of State endowment of large families, or in luiy one 
of many ways. Nor docs it necessarily iiu])ly a reduction in the 
general level of real wages below Nvhich it is now. I’jiereasj d 
efficiency, itself partly tlua-esult of bolter e irnings, ]):»i’lly perliaps 
of a eliange in mental attitude, would eua])ie a larger nnndxa' of 
men to find employment at the present rate ()f re.d wages ])er 
week. Again, we may reasonably look to a gradual growth in 
the supply of capital and business ability and in the power of 
foreign countries t(j purchase British goods, which togellu'r will 
imply a rise in the demand for labour, 'fliough the rate nf 
capitid growth is smaller than it was before the war, it is still 
considerably more than is needed to koc]) jiaee with the growth 
of population. The (Jommittce on National Debt and Taxation 
calculate, on the basis of recent Ihrth-ratc statistics,^ that the 
net addition, after allowing for (’migration, to the supply of 
labour is likely to average about TiojOOO a year up to about 

46,000 from then till 1036 and about *20,000 from 1036 to 101 L 
They reckon some £400 per head of lUiW oa])ital to Ixj noeessarv 
to set a new workei* to work at the present standard of living. 

^ Appendix XXI to Hopoi-t, p. lUJ. It will l>e iindi r.stDod Ui;it flio ridonl.i- 
tion depends on birtln that havo already taken pte-e nn-l not on e aiiiiat'’-* 
future births, boeause, of course, poopb* do not enter the labour market until at 
least liftoen 3'cars old. 
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Hence, to keep things in balance, provision of new capital at a 
rate of some 50 millions a year would be needed up to 1931, 
18-4 millions from 1931 to 1936, and 8 millions from 1936 to 1941.1 
As even in the present depressed state of our industries the 
annual amount of new savings appears to be in the neighbourhood 
of 450 millions a year,- the demand for labour will almost certainly 
continue to rise relatively to the supply. Before very long, 
therefore, the country should be able to provide the present rate 
of real wages for its working population without sulfering from 
an abnormal amount of unemployment. In this way the problem 
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of post-war unemployment may be expected, so to speak, to solve 
itself. This, how^over, will only happen if the facts of the economic 
situation are realised by those who control wage policy. If every 
improvement in the real demand for labour is followed immedi- 
ately by a corresponding increase in rates of real wages, the 
maladjustment which now exists between these rates and the 
conditions of demand and supply will iiot be corrected. Wages 
will be high, but more than a milhon people will be seeking w^ork 
and failing to find it on every day of nearly every year. 

A. C. PiGOU 



FAMILY ALLOWANCES IN NEW ZEALAND 

Tub Parliament of New Zealand, by the Family Allowances 
Act of 1926, provided for the granting of direct financial 
assistance by the State to parents who are at once sufficiently 
impecunious and prolific. The plan adopted is fundamentally 
different from that found in European schemes which have 
attracted so much attention during the past decade, and the 
measure may not unreasonably bo claimed in some degree to 
restore the Dominion’s title to the rank of pioneer in social and 
economic experimentation. The distinctive features of the 
New Zealand scheme lie in its being financed wholly at the 
expense of the general taxpayer and in providing for all families 
below a stated income-level, regardless of the employment or 
( 3 therwise of the parents. Perhaps even more notable, and 
certainly more disquieting, than the adoption of this revolutionary 
principle is the almost entire absence of criticism or serious 
consideration of the matter cither in Parliament or out of it. 
In the words of the local correspondent of the Round TablCj 
“ Tliough it embodied a principle of the greatest importance 
nil which there had been no general discussion, the Bill was 
put through with the utmost speed and debated in the most 
perfunctory fashion. Introduced into the House on a Tuesday, 
read a second time on Wednesday, it w as put through Committee 
in a few moments on Thursday, and then read a third time and 
passed ” — passed, it might be added, without a divLion in the 
House of Representatives and wdth an almost equal degree of 
unanimity in the Legislative Council. 

In common with other countries. New Zealand can point 
here and there to instances in which even before the war the 
employee’s conjugal condition was reflected in his remuneration, 
e.g. the payment of married allowance to State school teachers, 
while income-tax exemptions on account of children amounted 
to much the same thing as family allowances for a certain section 
of the community. Similarly, during w^‘lr and post-w^ar years, 
allowances and pensions to soldiers* families, calculated at per 
child, and unemployment relief, furnished conspicuous cases of 
the recognition of the needs factor in determining family income. 
These exceptional cases, how^ever, chiefly serve to emphasise the 
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general unconcern of the community in the family responsibilities 
of its members. In contrast with the widespread discussion 
and controversy in Eurojiean countries and in Australia, very 
scant attention was given to family-allowance or motherhood- 
endowment proposals in New Zealand. Private members’ Bills 
introduced into Parliament in 1922, 1924, and 1925 received 
short shrift ; nor was public interest roused to any perceptible 
degree by a visit to the Dominion in 1924 of Mr. A. B. Piddington, 
K.C., tlie chief propagandist of family allowances in Australia. 
It is significant, too, that a bulletin (Family Allowances in Foreign 
Covnfrics) issued by the United States Bureau of Labour Statistics 
in March 1926, containing a survey of twenty -seven countries, 
cites New Zealand as one of the three countries having absolutely 
no family allowances in private industry. 

The genesis of the political controversy which led to New 
Zealand’s plunge into family allowances was a reference to the 
subject in the annual report of the Secretary of Labour (a non- 
political, Departmental officer) presented to Parliament in 1925, 
vhich happened to be Election year; after mentioning 31r. 
Piddington’s visit and the Arbitration Court’s pronouncement 
regarding the family-wage problem, the report briefly outlined 
a contributory system of family allowances as “ one possible 
solution of the (piestion.*’ In regard to this the Jlinistcr of 
Labour, when later siicaking on the Family Allowances Bill, 
said ; “ The remarks ('inbodied in last 3 Tar’s report of the Labour 
Department were certainl}^ not the policy of the GovernmenI, 
and I do not suppose the Government gave the proposal two 
minutes’ consideration.” The essence of the illustration used 
was that a sum of 75, CV/. W’cekly should be deducted from all 
adult men’s wages, so providing a fund adequate to allow Is. Cvl 
per week per child. This reference, in conjunction with a sentence 
in the Prime Minister’s Election manifesto, was construed by the 
Labour Party into a threatened “ raid on wages ” and was 
eagerly seized upon in the constituencies. The outcome was a 
definite promise by the Prime Minister : “ The Government 
intend to make provision out of the Consolidated Fund of the 
country for financial assistance to people on the basic "wage who 
have more than t\vo children.” Returned to office with an 
overwhelming majority, the Government redeemed the Prime 
Minister’s promise during the first session of the neiv Parliament. 



1927] 


FAMILY ALLOWANCES IN NEW ZEALAND 


371 


New Zealand's Act 

The scheme adopted may he summarised as imder, closely 
following the words of the {Statute : 

(1) On application to the Commissioiua- of Pensions hy the 
father of throe or more children, an allowance shall bo 
payable at the rate of two shillings a week for evtay 
child in excess of two, but so that tlu; average AAC'ckly 
income from all sources shall not exceed four pounds 
together with two shillings for each child in excess of 
two. 

(N.13.- “ Child ” means a child inul(‘r the age of 
fifteen yi'ars, being a son, daughter, stc])son or step- 
daughter of the applicant, and includes a child legally 
adopted, but does not include an illegitiruate child, or 
any child not maintained as a member of the applicant’s 
family, or any child receiving a pension out of ))ublic 
moiK'ys.) 

(:]) Jn computing the average weekly income, account shall 
be taken of all money or money’s worth received within 
the year immediately preceding the date of the applica- 
tion, and interest at .*) per cent, (or such higher rate as 
may actually be received) on the val\u‘ of the benelicial 
interest of any member of the family in any property 
(other than furniture and ptTsonal etfocts). The Com- 
missioner may, however, take into eonsichu’atioii any 
increase of income which any member of the family 
may be entitled to receive in llu* ensuing year, or any 
decrease of income to be sulTered by any member of 
the family in tliat year, 

(3) Wlu'H', by reason of physical or numtal defect, a child is 
totally incapacitated from ('arning a. living, tlu' allow- 
ance may be continued beyond the agi* of liftoeii yi'ars. 

(1) TTu‘ Minister may autliorisc the ])aymcnt of an allowance 
in respect of an illegitimate child. 

(o) Ccncrally, allowances shall be ])aid t<j the uife of the 
applicant. If, liowcver, tlie wife is not living with 
the applicant, or if for any other reason the Commis- 
sioner is of opinion that payment sluudd he made to 
the applicant personally, the allowance may be jjaid to 
the applicant. Similarly the Commissioner may in 
special cases pay the allowance to any reputal)lc person. 

No. 147. — VOL. xxxvii. c ^ 
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(6) No allowance shall be payable unless the applicant has 

been ])ermanently resident in New Zealand for not less 
than one year, and the children in respect of whom tlic 
allowance is payable have been resident in New Zealand 
for not l(‘ss than one year, or have been born in New 
Zealand. 

(7) Save with the direction of the Minister, an allowance shall 

not be payabhi in respect of tlu* children of any person 
who is an alien or an Asiatic even if ho (the Asiatic) is 
a British subject. 

(S) Tlie Commissioner may refuse to grant an allowance if 
the applicant or his wife is of notoriously bad character, 
or has bc(‘n guilty of any olTenco or misconduct “ dis- 
honouring him or her in the public estimation, or if 
either has foregone any property in order to obtain an 
allowance or to avoid its reduction. 

Leaving aside minor points, wliich will be very briefly touched 
on later, two main issues call for consideration : — First, whether 
the principle of deliberately basing income to some extent on 
number of offspring is sound, or whether any device embodying 
that principle would lead to evils worse than those intended to 
be remedied. Secondly, admitting the principle, is a national 
system of family allowances, financed and conducted by the 
State, preferable to private or semi-])rivatc schemes organised 
on an occupational or regional basis ? In regard to the former, 
it is proposed to examine a couple of substantive arguments in 
favour of the prin»^iple and to consider the validity of a numbe r 
of objections raised against it. Then in the light of the legitimate 
purposes sought to he accomplished we shall perhaps bo bett('r 
able to judge the relative merits of alternative methods of tackling 
the problem. 


The Need for Action 

What unquestionably constitutes the strongest argument foi 
some ameliorative action is furnished by the present plight of 
an immense number of children. It is easy for critics to boast 
of our national prosperity and to overlook the fact that such 
may co-exist with very considerable poverty and distress. This 
might well be stressed in reply to the suggestion that the expedient 
of family allowances may properly be adopted only by poorer 
countries : clearly, children in “ wealthy ” countries may stand 
in no less need of assistance. So far as New Zealand is concerned, 
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fairly full information is available, for by a happy coinci- 
dence the quinquennial census was taken shortly before the 
introduction of the Government’s Family Allowances Bill, and 
advantage was taken of the opportunity to secure data. Brietly, 
the position revealed is that some 50,000 children, or not less 
than onc-eightli of the total child population, are in a state 
j)crilou8ly near to destitution. Prices in this T^ominion are on 
a high level, and no informed person pretends that a weekly 
wage of £4 can leave a family any surplus for luxury. Yet the 
iigures quoted by the Minister in charge of the Bill showed that 
32,762 breadwinners, with 80,265 dependent children, liad incomes 
under £4 wnekly, and of these 50,989 children belonged to families 
with three or more children. No doubt a scrutiny of individual 
cases w^ould sliow mitigating circumstances, such as the receipt 
of monetary or other aid not accounted for in the census returns ; 
but it would be futile to suggest that the figures as a whole can 
bo so explained away. Nor would it be difficult to produce 
corroborative evidence from other sources, as, for instance, the 
war-time revc'lation.s of physical deficiencies in recruits, or, more 
pertinently, the reports of school medical officers. The latter 
show that soiiui ten per cent, of (diildren suffer from what is 
(Mi})hemiously termed “ subnormal nutrition ” : no small amount 
of this child .starvation is doubtlcNS due to parental ignoraiieo rather 
than to poverty, yet it is difficult to avoid the conclusion that in 
this ])rosperous young country an amazingly liigh proportion of 
the next generation lacks the bare physical minimum of a decent 
('xistenee. It is well to nunind our-selvcs, too, tliat to the extent 
that we }>nde ourselvt's on an exceptional (h'grco of national 
prosperity the toleration of such poverty in our midst is all the 
greater reproach. 

An argument for family allowances which finds favour in 
New' Zealand, as in Australia and France, is that they will increase, 
or at any rate check the decline in, the birth-rate. It is natural 
to find this contention stressed in eo\intries wdicrc public opinion 
welcomes with uncritical entluisiasm any promise of increased 
population, and New' Zealand is at present such a country. 
Thus “ an increase in the birth-rate, a lowering of the d(‘ath-ratc 
(especially that of clnldren) and immigratii.)ii ” arc held out by 
Piddington as probable advantagc.s to Australia through family 
allowances. Similarly, the New Zealand Labour Department’s 
1025 report affirms that, granted family allowances, “ the average 
size of the family would tend to increase and single men would 
be encouraged to marry ” ; wliile tlio Government s 1925 Election 
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manifesto suggested the granting of assistance to wage-earners 
“ so that large families will be encouraged and not discouraged.” 
More crudely still, in New South Wales the Minister (Nationalist 
Party) in charge of the Maintenance of Children Bill, 1919, on 
})eing urged to “ encourage matrimony,” replied : “So this will. 
Tliey are going to get paid for children.” Another gem from the 
same source is provided by the Health Minister in the Labour 
Government w'hen speaking in the debate on Motherhood Endow- 
ment (1920) ; “ We want to encourage the women of the com- 
munity to bear children. . . . The civilised races are over- 
educated. We are confronted with the appalling position that 
the coloured races are breeding at the rate of ten to one ” 
(N.S.W., Hansard, Vol. 82. p. 4087). 

Apart from the highly objectionable notion of holding out 
financial inducement for the production of children, one may 
w’ell question the wisdom of endeavouring to increase the birth- 
rate among the relatively unsuccessful members of the com- 
munity, for under the New' Zealand family-allow’ance scheme at 
any rate these alone are beneficiaries. It is true enough that 
lack of “ success ” as that term is popularly understood furnishes 
no conclusive evidence of a man’s inferiority in any significant 
sense. It is broadly, and only broadly, true that where universal 
education offers reasonable prospects for talent to find its own 
level, then existing social stratification does reflect merit; and 
this is, of course, no denial either of the truth that ability and 
character do not ahvays raise their possesvsor out of the ranks 
of unskilled or poorly-remunerated labour, or of the equally 
obvious fact that numerous members of the “ superior classes ” 
exhibit characteristics which no welhwisher of humanity would 
desire to see perpetuated. The point to be stressed is that to 
accelerate the rate of reproduction by the least successful section 
of the community must tend to the increase of less desirable 
types. Even if the country is short of population — and this is 
questionable — it is not easy to see tliat any commendable service 
is rendered either to the community or to the individuals directly 
concerned when further children are brought into existence l)y 
parents wdio already have more than the average number of 
children to support on less than a basic wage. Why should 
such parents be encouraged to have still more children to shaj’c 
the already inadequate family resources ? Does anyone imagine 
that the more children a family has the better ? 

If, then, family allowances would encourage poor people to 
beget larger families, this fact would constitute a powerful 
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argument against such allowances. Happily, however, there is 
no little evidence to sup]X)rt the view that the tendency may 
well be in the opposite direction. It is a statistical common- 
place that a high birth-rate, only partially offset by a high death- 
rate, prevails under poor social and economic conditions. On 
this point the admirable report of tlie New Zealand Cost-of-living 
Commission (Parliamentary paper, 1912 : H. — 18, p. xlvii.) found 
substantial evidence of improved material conditions over a 
thirty-year period, “ attended by a rising marriage-ratt‘, fewer 
births per marriage, a diminution of the size of the average 
family, and a falling bankruptey-rate, all indicative of a rising 
standard of life.” The h(jpelessness of a proper discharge of 
parental duti(‘s breeds a recklessness in incurring them.” Indeed, 
that improved conditions are reflected in a reduced birth-rate is the 
most encouraging fact that social investigation has revealed, since 
it entitles us to hope that any substantial im])rovcm(mt effected in 
the economic condition of the masses will tend to ensure its own 
c(»ntinuance and will not bo cancelled out by an increased birth- 
rate. It must, of course, be added that the utility of family 
allowances in this direction is limited. The existence of a relatively 
large family is here a eonditioii pr(‘cedent to the granting of relief. 
Moreover, income affects birth-rate only indirect ly and through the 
standard of life, and allowances would require to be very sub- 
stantial to influence that standard. As much as can safely be 
said is that the contention that family allowances will encourage? 
large families is not well founded and that the l)irth-rate, depend- 
ing as it does u])on a variety of factors, will jU'obably not be 
materially affected either one way or the other. This is the 
experience of France : .several years of family allowances, com- 
bined very often with more or less ingenious devices to rew^ard 
the begetter of numerous offspring, have not affected the birth- 
rate. 

Incidentally, it is to be noted that to the extent that the 
above challenges the holies of birth -increase propagandists it 
also suggests an answTr to those who fear that monetary aid to 
parents as such w ill result in an overwhelming deluge of children. 
We arc justified in anticipating not larger families but fewer 
children, better cared for, when nations, classes, or individuals 
achieve improved economic conditions. 

In view of the relatively heavy rates of infantile mortality 
suffered by excessively poor families, it is reasonable to hope that 
the institution of a system of family allowances will result in a 
saving of infant life. This indeed has by one critic been 
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fon.'stnied into nn objoction to siirh nllowanct's; ! (article by Sir 
('harles Harris in Edinburgh Ervirw, .Tuly From a merely 

statiilical view-point it is true that ndneed infantile mortality 
is e(piivalent to an incr('a^;ed Ijirtli-rate, but to describe' the two as 
being “ the same thing ” is to ignore the hnuian factor. Similarly, 
wlicn Dean Inge sugge'sts that in order to rodnee the average 
size of the family we slmnld (‘ither “ reinpiose s(‘hool fees or (‘iiaet 
that the State will educate' two children in eac^h family free but 
no more ” {Oufspokcu Essui/s, Series TT. p. -71), he prescribes a 
form of visiting the fatlu'rs' sins n})on tla.' cliih.lren, doubtless in 
keeping willi Old Tt'stamt'ul theology, but wholly rc'pugnant to 
all decent ideas of ehildnm’s rights. 

'rhe upshot of the foregoing is that if family allowatiees aw to 
b(‘ ju. tilled, it must be .sim])ly as a measure of child wt'lfarc' and 
not as an expedient (h'sigiu'd to tinker with the birth-i-at('. 


Sonic Ohjcctiom Exaniiiicd 

(1) Effect on industry. \ plausible objection to the prineiple 
of family allowances is that only increased wealth-production 
and no system of mere redistribution can rescue' the mass of the 
IM'oplc from poverty. 'Jdds is undoul)t(‘dly true, and any intha'nce 
lending to reduce the total (puintum of \\(‘alth is to be depre- 
cated. It is desirable that society should remunerate its memi.ers 
according to their elliciency in production, not in rc'production. 
Idiis is well expressed in a resolution adopted by a conferc'ma* of 
Christian Trade Unions (Belgium) and cited in the U.S.A. bidletin 
referred to above : “ To (ix wages in aeeordaiiee with the numbeu’ 
of dependent ehiUIren and not in accordance with the work 
performed would have grave economic drawbacks, for the extinc- 
tion of the hope of receiving a larger w’age for more and better 
work tends to paralyse' the etVorts of ambitious workers to I'qiiip 
themselves for more* highly skilled service.'’ It is, (d coiusc. 
possible to carry this argument too far, or far enough to rake 
embarrassing questions. xArc all men doomed to paralysis of 
ambition if they enjoy, or their children enjoy, some semblance 
of security against starvation i “ It is curious,” wuites Professor 
A. C. B. Fisher, “ tliat p(a)ple who mc,kc this objection (i.e, urge 
the need for relying f)n self-interest as a motive to economic 
activity) never argue tliat tlic po.ssossion of a secure income will 
encourage idleness in professional or business men ” (Wages and 
their liegvlation, p. 204). Indeed, if society is to aim at ap])or- 
tioning wealth sti ictly in proportion to iik'iTs productive efliciency, 
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how can the institution of inheritance be justified ? And if that 
standard of distribution is to be relaxed, why not in favour of 
children ? 

Clearly, an adequate treatment of this topic would involve 
a digression into the endless problem of motives in industry. 
Suffice it to say that it is vitally necessary to maintain a clear 
connection between wealth -product ion and reward, while at tlie 
same time conceding the force of Tawncy’s remark : The 

assumption that the stimulus of imminent personal want is either 
the only spur, or a sufficient spur, to ])roductive effort is a relic 
of a crude psychology which has little warrant either in past 
history or in present experience ” (The Sickness of an Acquisitive 
Society, p. 78). The objection under this heading to family 
allowances is akin to that commonly raised to a guaranteed 
minimum wage, and in either case it is largely met by insisting 
on a clear distinction between minimum wages and wag('s above 
the minimum : though the former be determined i)rirnarily by 
human needs, the latter should depend upon the market value C)f 
services rendered, so that the stimulus of personal gain from 
increased effort will remain (cf. B. iSecbohm Kovntree, The 
Unman Needs of Labour, p. 15). 

Ope point of some practical importance deserves mention in 
this connection, and that is the need for care in determining the 
benefit allowed by way of family allowance to the marginal 
recipient when the allowance is confined to ])ersons below a 
stated income-level. Obviously, to allow' the full amount up 
to a certain wage, and nothing to wage-earners immediately 
above that limit, w'ould penalise the latter and offer a direct 
monetary inducement to reduce their earnings in order to qualify 
for the allow'ancc. This anomaly is avoided in the New' Zealand 
scheme as indicated in paragraph (1) of the epitome of the Act 
above, but an incongruity remains which can be illustrated by 
a supposititious case : the parent of eight children, six of whom 
are beneficiaries under the scheme, has nothing to gain by any 
w-eekly wage-increase between Jt4 and £4 12^., nor w'ill he suffer 
any not reduction in income by a fall in his wage from the larger 
to the smaller s\im. With the allowance at its present low' rate 
this is not serious, but future increases in the rate will expand the 
“ doldrums in which the individual is liable to find himself. 
This should bo remedied by the adoption of some such formula 
as the following (accepting present rates for illustration). The 
“ basic income ” shall be £4 weekly plus 25. per child in excess of 
tw^o, and the family allowance shall be at the weekly rate of 25. 



378 


THE ECONOMIC JOURNAL 


[sept. 


per child, the total allowance being diminished by onc-half of 
any excess of actual earnings and allowance combined over the 
“ basic income.” 

Finally in this connection, weight should be given to the 
possibility of improved efficiency which may well follow the wide 
adoption of family allowances. “ In the light of modern industrial 
research there seems to be good reason to believe that the increased 
sense of security given to fathers of families should result in a 
capacity for greater output without undue strain ” (Vibart, Familj/ 
AUoiv(niro.s in Practice, p. 172). This is a factor the influence of 
which is likely to be ignoi ed or underrated rather than exaggerated. 

(2) Effect on general level of wages. — An objection to family 
allowances which deserves very serious consideration is that they 
may menace the general level of wages, and particularly the 
earnings of single workers. 'J'he reality of this danger is nowhere 
better shown than in the writings of enthusiastic advocates of 
family allowances. It is easy to demonstrate that single and 
childless men commonly <‘njoy a surplus beyond the needs of 
bare subsistence, and any device promi'^ing to eliminate that 
surplu.s is likely to commend it>elf to some employers as an 
admirable measure of wage-economy. Thus Piddington [The 
Xe,vt Step) shows how costly to employers arc the ‘‘mythical ’’ 
wives and children of employees, and he suggests (])]). 31-.")) 
that under the ” family basic income ” system the aggregate 
wages-bill (including children’s allowances) may be less than at 
present. Much of the popularity of family allowances in France 
is clearly due to their offering an alternative to wage incieaM^s. 
Similarly, the Minister in charge of the Now Soutli Wales Afain- 
tenance of Children 13ill, 1919, s])caking of the wage of £3 17.v. 
per week fixed by the Board of Trade, said, ‘‘ We are going to 
take it away from the man who has not a wife and two children " 
(N.S.AV. Hansard, Vol. 77, p. 1854). Miss Kathbone, too (Tin: 
Disinherited Family, p. 56), argues that young unmarried men 
have been able to “ fight the battle of higher w’ages from behind 
the petticoats of tlieir hypothetical wives and children ” ; hcnc*‘ 
they “ manage to lead a fairly luxurious life on their wages, 
and enjoy tobacco, alcohol, cinemas and expensive sweethearts ” 
(p. 223). Again, to refute Rowntree’s defence of the bachelor’s 
surplus as necessary to enable a young man to prepare for his 
future family, Miss Rathbone asks : “ Does experience lead one 
to suppose that the surplus enjoyed by the bachelor is in fact 
generally spent on saving fur the equipment of a future home 
or on immodijite football and cigarettes ? ” 
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It is clear that with the institution of family allowance systems 
there is need for especial vigilance on the pari of organised labour 
to maintain at least established wage standards. Particularly 
is this true in times such as the present, when fluctuating price 
levels and confusing money values expose those standards to 
insidious influences not readily apprehended. Nor is this danger 
anywhere greater than in New Zealand; for here wages are 
arbitrarily (U'termined from time to time by the decree of a 
(.'ourt, and it is not inconceivable that the provision of children’s 
allowances from a source other than wages may he taken to 
justify a smaller wage. On th(‘ other hand , however, it is arguable 
that such allowances, giv^m in the form adopted in this Dominion, 
will strengthen the workers’ bargaining power by lessening the 
sting in the whip of starvation which now gives employers such an 
advantage in a strike or loek-out. It is not im.'onceivable that 
with a Labour government in office the future' will show that our 
1925 Parliament has sanctioned “ without further appropriation 
than this Act,” the immediate payment of family allowances to 
striking (^r lockcd-out workers (‘ven though their earnings, when 
employed, may exclude' them from the benefits of the scheme. 

(3) “ Soci(disti(: ” or Dole ” as ohjeclions. — In this enlightened 
age, when one stinging epithet is worth half a dozen dispassionate 
arguments, it is worth glancing at a couple of popular one-we)rd 
objections to the family-allowance principle. To describe a 
proposal or an opponent as “ Socialistic ” is sufficiently damning 
to satisfy those ja'ople who ignore the fact that this elusive 
term scarcely means tlu; same thing to any two persons. ‘‘ The 
Bill will have the elTect of introducing socialism and State com- 
munism and doing away with the indc])eudence of the bread- 
winner,” declared an ojiponent of the Maintenance of (’hildren 
Bill (N.S.W.) in 1919 (Hansard, Vol. 77, p. 18.04). This sort of 
“ argument ” could he paralleled by quotations from every 
controversy regarding family allowances — except in New Zealand ; 
first, because there was no controversy at all wdien our Bill was 
introduced, and secondly, because the prumolioii of the scheme 
by an ostensibly anti-socialist Government happily preserved us 
from inanities that might otherwise have been inevitable. The 
use of question-begging epitl “ts in this connection, in substi- 
tution for consideration of the proposal on its merits, is but 
typical of political controversy, where labels readily dispense 
with the painful necessity of thought. In much the same category 
is the disposal of family allowances merely by a contemptuous 
reference to “ dole.” This objection is pictiu’csquely phrased by 
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Dr. Scliiller : “ Let us universalise the dole ! ^Ve can have dole.s 
for the unemployed, the sick, the old, for mothers, for industry, 
for trade, for education, for science, for the Empire. ... So a 
])olicy of doles for all would assuredly please all parties and catch 
many votes (Cassandra, p. 48). The very comprehensiveness 
of this condemnation, embracing as it does virtually all forms of 
State activity, suggests that the term “ dole ” is a highly elastic 
one. Indeed if family allowances, or doles for mothers,*’ be 
recognised as consistent with established practice, much of the 
objection on the .score of their novel character must disappear, 
and here it is relevant to cite the income-tax rebate allowed 
family men. In New Zealand this concession ranges ii\ value 
from £1 G.S. 3r/. to £11 5s. per child per annum according to the 
parent’s income. To the father of three children who happens 
to be in the highest income-group the State makes a tax reduc- 
tion of £33 15^., or 13<5. weekly : the man receiving less than £4 
w^eekly and having three dependtuit (dnldren is allowed 25. weekly, 
and this can not unreasonably bo regarded as a refund of a 
part of his indirect taxation. Of these two forms of Stale 
aid to the family man, why should the 25. weekly and not tlu* 
135. weekly be stigmatised as a “ dole ” ? 


National System versus Occupational or Regional Systems 

If tlie principle of family allowances is conceded, the irnpoi taut 
question remaining is whether provision should be made through 
taxation levied by the general Government or through some 
system of pools, on a regional or occupational basis, such as is 
common in Europe. In the last analysis, of course, the is.sue is 
simply between alternative methods, and it is easy to exaggerate 
the difference. In either case the expenditure is a charge on 
industry, and the fact that this is apt to bo overlooked is perha])^ 
the most potent objection to the method adopted in New Zealand 
On the other hand, one comprehensive, national system ha.j 
distinct advantages. 

First, a degree of completeness and regularity is possible 
under a national, state-financed system which could not b<‘ 
otherwise attained. To the extent that a country lacks large, 
stable industries the difficulties would be enhanced, and this is 
precisely the position of New Zealand. Not merely are the 
people notoriously migratory, but the scale of our industries is 
such that the average number of employees in factories is less 
than twenty. The experience of France shows the difficulty of 
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providing for agricultural employees under a pool system, while 
the case of independent tradesmen and peasant proprietors 
presents even greater difficulties. Failure to provide benefits 
for families in rural areas equivalent to those provided for city 
dwellers would tend to aggravate the drift to the city on the 
part of relatively largo families. Almost inevitably, too, the 
payment of allowances from an industrial pool would be con- 
iingent upon the parent’s continued employment. Indeed this 
fact has at times been seized upon by continental employers as 
a valuable by-product of the system. Thus Professor Douglas 
(Quarterly Journal of Economicfi, March 1924) refers to instances 
of the cancellation of a full month’s allowance for absence extend* 
ing over any fraction of the month, do\d)tless an etfective device 
for what is called “ improving industrial relations,” or “ stabilizing 
the personnel,” but open to the objection that, in Miss Rathbonc’s 
j)hrase, it amounts to “ making the sutferings of children a lash for 
their father’s back.” That the allowances when provided through 
the Exchequer can be unprejudiced by interruption, through strike 
or otherwise, in the breadwinner’s employment, is an excellent 
reason for their provision from this source. Accept the children’s 
welfare as the end in view, and no other answer is possible to the 
(|uestion whether family allowances should bo cancelled by a 
strike* or lock-out or by any other contingency so long as the 
children’s need remains. 

A second and substantial advantage of a centrally-controlled 
national systcun of allowances is that of economy in administra- 
tion. A multiplicity of sectional schemes means heavy over- 
head costs, while the State Pensions Department has the necessary 
uiachinery ready to function. 

A collateral advantage from family allowances is that social 
welfare provisions may be attached for the benelit of recipients, 
and this constitutes a good reason for administration by the 
State rather than by or on behalf of employers. Under State 
administration it is possible to impose conditions, such as those 
in the New Zealand Act summarised as clauses (5) and (8) above, 
which conditions may be highly objectionable if im])osed by 
private individuals. 

As far as finance is concerned, it is not difficult to justify 
the finding of the cost of family allowances by general taxation. 
If the workers in each industry were recruited from the children 
of its own employees, and if family allowances were intended to 

a quid pro quo for service.s rendered in furnishing recruits, 
there would be a strong case for levying a direct charge on each 
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industry proportionate to its number of eniplo^Tos ; but neither 
of these hypotheses is correct. Cliilcl welfare, the essential o])jcct 
of family allowances, is a matter of paranio\int national concern, 
and direct State action in this regard is on a par witb such action 
in the realm of education. 

The conclusion suggested is tliat the advantages of a single 
national system easily outweigh tlie advantages of a number of 
sectional schemes. Tt remains to refer to a couple of anomalies 
in the Kew Zealand scheme which has been the subject of this 
article. 

Most glaring is the complete omission of aid for one- and 
two-child families, however poverty stricken. It may be thal 
the ba.sic income of £4 weekly covers the nniuirements of a 
four-member family, but this is not a strong leasoii for with- 
holding even a pittance from child len wiiose paifsits are not in 
receipt of that basic wage. By what ju’occss of reasoning (an 
one prefer the claim of a tluve-child family w ith £t wc^ekly to tlu‘ 
claim of a child indiscreet enough to be the only child of panmt.. 
with a w’age of any sum dowm to nothing per wc('k { 80 far as a 
case can be made for the exclusion of these childt'cii. the follow ing 
r(‘asons have been advanced (d) the lirst two clnldnaj r(‘t)rcs(.‘nt 
mere replacement of parents and do not inciTa-;i' the md ])opul‘i- 
tion; (6) w'ages generally are aderpiate for th(' two-child family, 
and in New Zealand the Arbitration Court is commonly su])])os('il 
to base its awards on the cost of upkeep of such a family ; (r) the 
mother of one or two children is more easily able to w(3rk outbid** 
the home than if she has three or more children, and family allow - 
ances are intended to compensate for loss of earnings ; and 
{(]) the greatly increased cost of providing for one- and two- 
child families. None of these points establishes a ease for tin* 
omission of the smaller families, and the first amendment to the 
New Zealand scheme should be in the direction of including 
them. In this respect we have something to learn from the 
French contributory schem(*s, in five-sixths of w'hich, according 
to Professor Douglas, allowances to dependent children login 
with the first child. (Wages and the Familg, p. 59.) 

A minor anomaly is that which arises from the exclusion of 
aliens, and particularly of Asiatics, wdiether naturalised or 
not, or whether British subjects by birth or not.” No doubt ibis 
iwovision is politically unavoidable, but the following comment 
on a similar provision regai’ding Old Age Pensions is applicable : 

“ . . . Asiatics are disqualified even though they may 
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have hcen naturalised. Their exclusion seems a matter of 
course to the ]X'o])lc of New Zealand and Australia, who 
are jjosscssed of an unconquerable antipathy to all Asiatics. 
But if racial prejudice is excusable, it should be carried to 
its logical conclusion, and Asiatics should not be allowed 
to become naturali^cd. Under both English and New 
Zealand law it is (hadared that a naturalised subject ‘ shall 
be entitled to all jxditical and other rights, powers and 
privileges, and shall be subject to all obligations to which 
a natural born British suhj(‘et is entitled and subject.’ 
Therefore, \\hile an Asiatic is permitted to take out letters 
of naturalisation, he is denied the rights which such letters 
expressly confer.” (Le Kossignol and Downie Stewart, 
Hiata Sorudis})! in Xcw Zc(d(tnd, p. 187.) 

(.'on elusion 

Our gUK val conclusion is (hat, even in this reputedly wealthy 
and speeiully-favoun‘d country, industry in tlie broadc'st sense 
has grk'Vou^ly failed to do elementary justice to children, and 
that interlercnce from (Polities to redress the balance is justified. 
The princi])le of family allowances is beset with dangers, though 
against tluve must be set actually existent evils which ma\ bo 
mitigated. These allowances, as a means of encouraging the 
procreation of children, are a. highly objectionable device and 
unlikely t(j be elTective in ])ractice. As a eomi)i’ehensive measure 
of child wedfare, howevin-, they are to b(‘ approved, and their 
diiect provi>ion by means of taxation provides an eminently 
satisfactory form of Stale activity- -promising, without diminish- 
ing production, to improve the distribution of wealth by the 
transfer of purchasing power to a mo.st deserving quarter. 

B. M. Campuell 

Vichria Unieer-sih/ (JoUege, 

]V(;!li)nj{on , X.Z. 



A NKW METHOD OF WAGE ADJUSTMENT IN THE 
LIGHT OF THE RECENT HISTORY OF WAGE 
METHODS IN THE BRITISH COAL INDUSTRY 

No industry in Britain has gone so far in the direction of 
publicity as has tlie coal industry. By the terms of the 1921 
agreement, wage fluctuations were made to depend directly, and 
by an explicit scale, on the amount of profits earned. This 
agreement, in spite of faulty drafting, was strikingly original, 
because it established, for the first time in the history of industry, 
a definite system of dividing the total proceeds of each district 
between wages and profits. It is unfortunate that the industry 
sliould have been in recent years tlie scene of such acute dissensions 
that the quiet progress within it of a new principle of w age adjust- 
ment should have been almost entirely ova^rlooked. Further, the 
new method seems, after an extended trial, to have commended 
itself to both parties in the industry, for, although it was entirely 
a product of the owners’ ingenuity, and made elToctivc only after a 
three months’ sto])page, the miners have never so far demanded 
its abolition. The following is an attempt to consider it s economic 
results, and to see how far it can be recommended for more 
general adoption. 

The nature of the coal industry makes it essential that w^age 
costs should be exceedingly elastic. The amount of capital 
invested in the industry is very small relative to the number of 
workcr.s engaged in it, and, as the direct labour costs constituto 
about 70 per cent, of the total cost of jmoduction, the margin of 
profit is, therefore, extremely sensitive to the slightest variation 
either in the proceeds of the industry or in its w'age rates. The 
former is considered uncontrollabhi by the owners in an industry 
which includes 1400 separate, competing concerns. Hence, 
since the colliery ])roprietors of the Tyne and Wear were com- 
pelled to abandon in 1844 their systematic organisation for the 
fixing of prices by the “ Limitation of the Vend,” no serious 
attempt has been made in Britain to interfere with the operating 
of the invisible hand. But wage rates have always been con 
sidered fair game, and attention has been almost exclusively 
concentrated on securing an adec^uate remuneration for capital 
by establishing sensitive machinery for the continual adjusting of 
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those rates to correspond with the lluctuatiiif^ proceeds Irom the 
sale of the product. J^ut in. the early days it was impossible Uj 
ascertain total proceeds, and reliance had to be placed on the only 
handy index of trading conditions which was available, namely, 
the selling price of coal. Under botli the formal .sliding-scale 
system of wage adjustment, and the later conciliation l)oard 
system, the selling prices of certain standard (jualitics of coal 
were taken as the best {ivailable criteria of the wage capa<‘ity of 
the industry. But it was soon discovered that availability was 
almost the one and only merit of the sliding-scale test, ft ignored 
both the cost of production and the volume of trade as factors in 
trade prosperity. Although the concilia! ion boards were cslai»- 
lished in a spirit of prott'st against tlie system, they did, in fa'd, 
attain to nothing more than a freer and more elastic application 
of it.^ 

It wa.s not until 1910 that an ctfort was made to (‘volve a better 
and more reliable index. In that year a committee of the Mining 
Association was appointed to consider the queslion, and its 
|•{^■ommcndati()ns were ejubodied five years later in the wages 
agreememt of 1921. Most v. riters on this subj(‘ct ignore com])letely 
tlic cNistenee of this early eommitl(‘e, probably due to the fact, 
that its findings were never pul.)lished, nor wci(‘ they discussed 
witlrth(‘ miners at the time, heeau.se imme<liately aftcu’wards the 
industry passed under Government eonirol, TIk'V lemained 
pigeon-holed until in 1919 Lord Gainford.oii hehalf of tin* ouners, 
hrouglit them before the Sankey ( ommissiun as tlie ollicial pro- 
j)osals of the .Mining Association for the future regulation of wages. 
'The e.ssenec of the new plan lay in its abolition o[ I be pi ice criterion 
and the substitution of a ])roiits criterion of wage capiicity. The 
declared aim of its sponsors was the promotion of co-operation 
between tliem.selves and the miners, and, to this intent, the 
a,rraiigement provided that the workers .should heiadit directly 
hy a. reduction in costs. It was ho])ed thus to stimulate produc- 
tion by giving each man a direct incentive to invist bis keenest 
interest and l^est skill in the industry. 

In this short ])aper we cannot attempt to do more' tluin hrhdly 
sketch the mechanism of ])roceeds-shariiig, and endeavour to 
evaluate its results. In tlie periorl 1921 to 192(1 f(mr distinct sets 
of figures were used to embody tlie iiroeeeds sharing ])rinci])le in 
the coal industry. The first in 1921 provided, with the help of a 
^ For a dotiiiloJ tivatinont of tlin sliding-seal*' Slulinfj Sruh's in 

thi' Coal Industry, by Professor Monro; Industrial Pi'aa\ by L. L. Price; 'll"' 
History of Trade Unionism, by Mr. and Mrs. fcjidm'y Wobb, and 'I'hc Adjust aunt 
"I Wages, by Professor Sir W. J. Ashley. 
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Oovernnieiit sub.si(l 3 ^ for the gradual sealing down of wages, the 
second in 1024 provided for an increase in wages, the third in 1023 
for maintaining those wages with the help of a further subsidy 
frotu the public purse, and the fourth, at the end of the seven 
months’ stoppage, for a reduction in wages, accompanied by an 
increase in hours. For our present purpose the last two have no 
significance on account of their short tenure. The agreement of 
1924 is important mainly because it meant that, in every one of 
the thirteen districts, with the single exception of the Eastern, 
wages became rigid at the lev'cl of the increased Tninimum rates 
it instituted. Only during the three 3 -ears’ currenc}^ of the 1921 
agreement do w(‘ find the proceeds sharing plan in active, if 
interm itt cut , o])erat ion. 

Had tlic agreement with which the three months’ stoppage of 
1921 ended been as clear and simple as it was brief, it would have 
been a model of com pact ncs.s, for withiTi ten short clauses were 
embodied all tl\c agreed details of the permanent wage settlement. 
As a matter of fact no new principle of wage adjustment was ever 

badly serv-ed in respect of its draughtsmanship. Apart from 
flagrant omissions, the agreement was a mass of jerky, unco- 
ordinated statements, containing inconsistencies and even positive 
contradictions, and could quite well stand as a classic in muddle- 
headedness. It failed to define the indust 17 — a matter of first 
importance in tiie coal trade where so many ancilliary under- 
takings are concerned— it bungled hopelessl}^ the “recoupment 
clause,”^ and it spoke of “ the maximum reductions aforesaid,” 
in relation to the month of October 1921, and never gave them 
at ail. These cases -they are merely instances — servo to explain 
the large number of ticklish questions that had to be referred for 
decision to Sir William Plender, the independent chairman of 
the National Hoard for the industry, and they justify his rueful 
remark on one of tliese occasions ; “ fn arriving at these con- 
clusions,” he said, “ 1 liave emh^avoured to place a true con- 
struction upon a document (the agreement) obviously prepansl 
under grcnit pressure, and without that full and detailed considera- 
tion w}ii(*h the complexity of the problem n^quired.” The truth 
is that the final drafting of tlie agreement Avas rushed througli vcjy 
hurriedly under pressure from a Government with a substantial 
though rather elusive dole in its pocket, with the result that 
subsequently the independent chairman had to be called on 

^ See, for details of the anomalous recoupment arrangement, an article by 
the writer, “ The Recoupment Clause in the Coal Agreement,” the Colhcri) 
Guardian, January 11, 1924. 
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frequently to interpret the agreement to its composers. For our 
jiresent purpose wo shall ignore these initial muddlings, and 
treat the rulings of the chairman as if they were integral parts of 
the original document. 

For the purpose of wage adjustment, the agreement divided 
the British coalfields into thirteen districts of very varying size 
and importance. This grouping corresponded with none previ- 
ously adopted by the industry, and we may ask what principle 
was applied in the process of gerrymandering. With an eye to 
competitive equality, the owners suggested tw’cnty-six districts ; 
the miners, intent on promoting the uniformity of earnings through 
a pooling arrangement, insisted that the whole industry should 
he treated as one unit. The principle ” which determined the 
grouping will be sufficiently obvious. Of the thirteen districts, 
six were large and seven small. The wide discrepancy in size and 
importance between them is illustrated by the fact that the largest 
district produced ten times the tonnage of the seven small ones 
taken together. The six large ones were, in order of importance, 
the Eastern District, which included Yorkshire, Nottinghamshire, 
Derbyshire, Leicestershire, Cannock Chase and Warwickshire, 
then follow'ed South Wales and Monmouth, Durham, Scotland, 
the Lancashire, North Stalfordshirc and Cheshire District, and 
finally Northumberland. The seven small areas were North 
Wales, South Stallordshirc and Salop, Cumberland, Bristol, the 
Forest of Dean, Somerset and Kent. 

Although the mac’hinery for determining wages was arranged 
nationally and w as common to all the distri(ds, yet in its applica- 
tion each district stood as a separate and independent unit, and 
in each a District Ih)ard, with an inde])endent chairman, was 
established to adj udicate in case of disputes. The actual periodical 
ascertainment of the w orking results in each area w as performed 
hy accountiints appointed by each side. Tlie owners were su])- 
])lied with a standard “ Form of Keturn,” w hich they w^ere required 
to fill up and return to the accountants for each period. These 
returns had to bo certified and signed by a responsible official of 
the colliery, and in adtlition the accountants were empowered to 
conduct joint test audits of the books of any colliery for the 
purpose of verifying the accuracy of the returns. At first the 
returns were called for monthly, but, early in 1923, the miner’s 
leaders urged that two-monthly periods ho adopted with a view to 
enabling the accountants to make a more tliorough examination 
of the accounts, and the owners agreed to this. 

From the total proceeds from the sale of coal in each district, 
No. 147. — VOL. xxxvii. ^ 
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wages and other costs of production were first subtracted. If 
any credit balance remained, such was, up to the extent of 17 per 
cent, under the 1021 agreement, and 15 per cent, under the 1924 
agreement, allocated on paper to the owners as profit, but these 
percentages were calculated not on capital invested but on tlic 
total cost of standard w’ages for the period. This procedure was 
adopted to obviate the necessity of attempting an evaluation of 
capital. It was the intention of the owners in formulating the 
1021 agreement that their standard profits should be guaranteed, 
in the sense that any deficiency in tlicm sliould be made a cumu- 
lative, preferred charge on future proceeds. The recoupment 
prosision insert I'd in the agreement, however, contained a fatal 
error in wording, wliicli in reality nullified its intention, and cost 
the owners many millions of pounds. If, after the three items of 
wages, other costs and standard profits had been deducted from 
proceeds, any surplus still remained, it was apportioned between 
capital and labour. Under the 1021 agreement 83 per cent., 
and under that of 1024, S8 per cent, of this surplus went to labour, 
and the total was then expressed in the form of a percentage 
addition to basis wages, and was paid out in a subsequent period. 
The position may be made clearer by translating the formula 
into figures, imdcr the terms of the earlier agreement. If the 
total proceeds in any district amounted to i;8GS,()00, with standard 
wages at the figure of £400,000, and other costs of production at 
£300,000, the owners’ standard profits, would be £08,000, repre- 
senting 1 7 per cent, of the £400,000. Wlien these three items wore 
subtracted from the gross proceeds the balance of £100,000 would 
remain. Of this, £83,000 would then be added to standard wages, 
making a total of £483,000 as the wage fund for the district. 
This amount would then be translated into a certain p^Tccniago 
on basis rates, and the figure would represent the wage rates 
payable for the follow ing period at every pit in the district. 

But the above arrangement for determining the “ economic 
wage” according to the trading conditions in each district \ias 
subject to Imo important ])rovisos. iloth of these were designed 
to establish minimum limits under which wages should not fall, 
whatever the economic condition of the industry might ])e. The 
first laid it down that every ivorkcr from the highest paid to the 
lowest should, under all circumstances, receive not less than a 
certain percentage, 20 under the 1021 agreement, and 33 J under 
the 1924 agreement, over standard wages. The second proviso 
w as less important in so far as it applied only to the lowest paid 
adult workers in each district : in their case, if their wages, as 
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above determined, did not reach a certain number of shillings 
per shift, subsistence allosvaiioevS were granted to bring their 
wages up to what each district decided to be subsistence level. 
The elTcet of tliese provisos was to render inoperative the proceeds- 
sharing arrangement in every district for part of the time, and in 
many districts for most of the time. This was pa? ticularly the 
case during the currency of the 1924 agreement, which, as it so 
happened, took effect just as the temporary prosperity on which 
it Avas based came to an end. This intermittent operation of 
proceeds-sharing meant, in fact, that the industry experimented 
with two antithetical methods of wage determinalion, and the; 
frequent contrasts presented enable us in some degiec to estimate 
their respective merits. 

In the following tables an attempt is made to trace the effects 
of the [)roceeds-sh?iring principle on the volume and regularity of 
employment, and on the output ])er man-shift, hive of the six 
large districts arc taken, the remaining one, Lancashire, North 
Staffordshire and Cheshire, being omitted Ix’cause in it wage s 
were above the minimum percentages only in tlie lirst of the 
eight dates mentioned. The five districts tahen iiroduce ovi'r 
85 per cent, of the total British coal output. 
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Scotland 
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A. The tlguroH given after tlio letter “A,” i.c. nhove tlu' hnri/,('iilal liiK'.s, nro 

the peroontagcs paid, to the nearest wliolo uiimbor, in tlu' inoutli.s 
in excess of the basis wage rates in oaeli district in acoordaiiee with the 
ascertainments proscribed by the National Wages Agicoinent of 1921 
(January 1022 to January 1924 inclusivo), and the National Wages Agree- 
ment of 1924 (July 192 1 to July 1025 inclusivo). These figuri's are taken 
from the Annual Reports of the Secretary for Minos; see, for 1922, p. Ill), 
for 1923, p. 107, for 1924, p. 109, and for 1925, p. 117. 

B. Tho figures given here, i.e. under the horizontal linos, rej)resont tho nhninnun 

percentage additions to tho basis wage rates ]v\yablo ui\dor tho two agree- 
ments. As wo .saw, tho minimtim poreontago was 20 under tho first, and 33 ( 
ov(T standartl rates in tho case of tho .second ugreement. 'I’ho figures givi'n 
us denominators show tho percentage additions wliich result from a])plyiijg 
thco(5 provisos in each of iho di.stricts. Tho letter “ M ” above tho horizontal 
lines signifies that the wages paid were tho irre<lueiblo minimum rates repre- 
sented by tho percentage additions given as denominators. 

C. The figures in line “ C ” represent tho numbor of work people emjdoyed, to 

tho nearest thousand, at tho times slated. To eliminate, as far as possible, 
variations clue to seasonal demand, tho unequal incidence of nbsonteeisrn 
local stoppages and holiday.*?, tho figures given are those for tlie quarter 
year which includes the months mentioned. These figures are taken fre?ii 
the Quarterly Statistical Summaries of tho Coal Mining Industry issued by 
the Mines Department. 

D. Tho figures in line “ D ” give the output per man-shift worked expressed in 

cwts. The outputs given relate to the same periods as the figures of worlv- 
peoplo employed, i.e. tho first and third quarters of each year. Tlioan 
figures are also taken from the Quarterly Statistical Summaries of the Cnal 
Mining Industry issued by tho Mines Department. 

E. The figures here indicate to the nearest whole number the aggregate total of 

days in each year on which the pits in each area wound coal. Tliese figures 
are a useful index of tho intensity of employment, as distinct from h'* 
“ spread,” as indicated by tho numbers employed. It has not boon enu- 
sidered ciosirablo to quote tho separate figures for January and July* duvn 
would raisropresont tho position, owing to being affected by seasonal df 
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and tho loss of eoal-Avinding days through liolidays, disputes, transport difll- 
culties, and accidents to men and machinery. Detailed figures for each 
month are given in the Appendices to the four Kcports of tho Secretary for 
Mines; in tho Koport for 1922, p. 114, for 1923, p. 102, for 1924, p. 104, 
and for 1925, p. 112; and tho general question of tho causos of lost time in 
the industry is discussed in soino detail in tho Report of the Royal Com- 
mission on tho Coal Industry (1925), pp. 180-5. 


No conclusions can be drawn from tho aljovc figures 

Ijiit, w ithout straining tlio evidence, it scorns reasonable to assert 
1 hat tw o important deductions po.ssess a high degree of jirohahility. 
The first is that tlie operation of the agreements tended to pro- 
mote holli tho ineroase in numbers employed and the regularity 
of their employment. Tho figures present ns w ith two .significant 
contrasts. Tncroascs in wages were, as the tables show% given on 
tw'O distinct principles. Where the proceeds-sharing arrange- 
ment operated, increases in w’ages wen^ granted hccau.se the 
ascertainments showed that the wage capacity of the district had 
improved, and, as the figures indicate, such increases were accom- 
panied by an increase in the numbers employed, and an increase 
in the regularity of w'ork. But, on the other hand, whore increases 
wevo given solely in virtue of the raising of the minimum rates, as 
by the agreement of June 1921, tho results were prccLscly the 
opposite. In tho tables given the only apparent excerption to this 
w’as in the ease of tlic Kastern District, where wages w’cre at the 
minimum for the finst time in July 1925, and yet tho numbers 
{'mployed were at tho maximum, although the regularity of eiii- 
[)loyment w^a.s severely alTcetcd. The ijicrcaso in numbers em- 
ployed is doubtless due to the large numbers of new pits that are 
being sunk, particularly in the IMansfield and Dukeries areas in 
tliis district. 

The second deduction is that the operation of the agrccincuts 
liad no elYoct Avhatsoover in .stimulating output. In tending to 
steady em])loyincnt, the agreements did wdiat nobody claimed they 
would do, hut c(pially they have not achieved wdiat everybody 
claimed they would. The owmers wdio sponsored the new 
j)rincij)le, and the Government wdiieli supt)ortcd them, both con- 
sidered that its chief merit la}’’ in the direct incentive it pro- 
vided tliG men to increase their out])ut. For instance, Lord 
Gainford, tlie official spokesman of the IMining Association, said 
in his evidence before the Sankey Commission : “ The wliole 
scheme, if I may emphasise the point, is directed to give to the 
workmen for the first time a real interest in securing increased 
production . . . the men have a direct incentive to do their 
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host in thoir ros2)eclivo working-places.” ^ And later, he cadded : 
“ Each workman under the scheme would practically become a 
policeman watching his neighbour with a view of trying to help 
the economic production of the colliery.” “ Mr. Lloyd George, 
in announcing the settlement in the House of Commons on 
June 28, 1921, reiterated even more emphatically the same 
claims to the accompaniment of the plaudits of the assembly. 
Asa matter of fact there is not the slightest evidence to show that 
the agreements reacted favourably on output. If we compare 
the tonnage of coal raised per person employed underground 
before and during the agreement, wo shall fail to trace any ob- 
jective results of the alleged new incentive.^ 

A ])eculiar feature of the figures before us is that the output 
per man shift actually increased wlien the agreements were 
inoper/itive. When wages were down to the minimum out put was 
greatest. This was })i’obal)ly due to the dismissal of men working 
less productive seams, or to greater diligence and better time- 
keeping in face of the possibility of unemployment. But in any 
case the pract ical application of the new metliod gives no ground 
for claiming that the hopes of its originators have been realised. 
Nor did theory ever s\ipport them. Had they, indeed, possessed 
an elementaiy knowledge of the history of profit-sharing schemes, 
such hopes would not have found them so easy dupes. As the 
present writer pointed out at tl\e time,*^ it was wholly unreasonable 
to expect that working for a district would ever operate as a motive 
to effort. The truth is that tlic further we move from a direct, 
individual incentive the feebler becomes the response. The 
degree of stimulus offered to any individual worker by the coal 
agreements may be faithfully stated by considering its appeal to 
an individual hewer, say, John Smith, in the Eastern Histrict. 
He would solilofpiiso thus : “ Shall J work harder, because, if i 
do, and if all the other men at iny pit work harder, and if all the 
men at the other 000 pits work harder, and if trade is good and 
tlic managements efficient, and if I am not dismissed, I will get 
a 1/300,000 part, some months hence, of 83 per cent, of any 
surplus proceeds, if there be any surplus proceeds to divide ? ” 
If John Smitli decides in tlie negative, who can blame him ? We 

^ Seo Minutes of of the Sonkoy ( 'omniibslon, Vol. II, p. 8.‘U), Quoslion 

2U,070. 

^ hhm, p. 8r»0, Question 20,561). 

® I’he appropriate figure.s are givon in tlio Report of iho Sainuol Commission, 
Vol. 111. ( Appendices and Index), p. 3. A consideration of the Output Problem 
in some detail will be found in Chap. xi. of Vol. I. of the same Report. 

* See article in the F^oonomio Journal, Deceinhor 1922. 
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know that the offootivoness of any proccods-shaiing sehcnie i.s 
in inverse ratio to the size of the partieipaling group, and it was 
absolute nonsense to speak of the agreements as su])plyiug a 
“ direct incentive ” to individual effort. 

It is perhaps hardly necessary to say that the wage agree- 
ments have had no appreciable elfects on industrial relations. 
]\rr. Jjloyd George, when ushering in the 1921 agreement, alTeeted 
to lielieve that it would ensure peace “ for a vtTy long period in the 
coallields,” and “ open a new era of co-oj)eration in the in- 
dustry.” That it has not done so is sulliciently obvious. Xor 
docs it seem to have reduced the number of pit or local .stoppages. 
For the nineteen years, 1900 to 1918 inclusive, the total number 
of local disputes in coal-mining which resulted in stoppages was 
2542, or an average of 134 per annum. In the four years during 
which the agreements have been intermittently in o})cration. the 
following are the statistics : - 
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To sum up, the new mefho<l of wagt? adjustment, while it has 
falsified the prophecies of its promoters, has yet, it would <eem, 
justified it.self on other grounds. It was hailed, not only in this 
country, but l^y expert observers abroad,^ as a landmark to better 
relations between employers and employed. I'here is no evidence 
that it has borne fruit in this direction, for it lias neither reduced 
the frequency of indu.strial disputes nor has it provided any 
incentive to increased output. Its cardinal merit has lieen its 
eontribiition to the regularising of emjdoyitient. It was a pioneer, 
and by no means a perfect, attempt to adjust wages automatically 
and scientifically to industrial ])rosperity. Wages were thus, as 
long as they remained above the minimum, always within the 
capacity of the industry to bear them, and their payment inipo.sed 
no burden or ))rake on industrial expansion. ll('ne(' it was, 
taking the country as a whole, that during 1922 the numher of 
unemployed miners fell from 10-4 per cent, in dainiary to 4*6 per 
cent, in December, and to only 2-4 per cent, in December 1923, 

^ Seo, for in.stanof*, the Final ui tlu* Uniltvl States I'oal (’niiiinl -mn 

of ]). 274. 
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but increased again, anIicii the payment of the liiglicr minimum 
rates taxed the resources of the industry, to 7*0 cent, in 
Decemher 1924, and to 25 per cent, in the middle of 1925. 

Fn tlie jhoncer task of dividing the proceeds of industry 
l)etween capital and labour it is not sui-prising that there slujuld 
liave been bickerings. What is surprising is that the new principle, 
as distinct from the details of its embodiment, should have sur- 
vived the embittered relations of the two parties, and should not 
only have escaped censure, but should actually have earm^d their 
commendation. After all, it wa.s no more than an attempt to do 
by due process of accounting, what in all wage negotiations must 
be done, but is usually left to ignorant higgling and erratic guess- 
work. It introduced, for the first time, the practice of measuring 
exactly and ascertaining impartially the proceeds of an industry, 
and it would seem certain that in the near future other industries 
will bo compelled by tlie pressure of wage claims, and the 
necessity of appealing to the public mind, to follow the example 
so inadequately set by the coal industry. 

J. A. Bowiu 

College of TecJinoloji/, 

Manclienler. 



ECONOMIC FA(TrORS IN THE CHANGIN(j DISTRIBUTION 
OF POPULATION BETWEEN URBAN CENTRES AND 
RURAL AREAS 

ExnKPT perhaps in the time of the Greek city states, it is 
doubtful whether so large a proportion of people has ever lived 
in towns as now in a number of countries occupied by western 
Europeans whether in Euro])e itself or in the newly settled con- 
tinents. TJio drift of population towards towns, or rather the 
more rapid growth of urban populations tlian of rural, most 
marked in highly industrialised countries, is to some (*xtent a 
world-wide feature, least marked, on the other hand, in the 
mainly agricultural countries of the slou -moving East. W'ere 
this process confined to manufacturing areas and countries, the 
explanation would be fairly simple, and comments on the relative 
decline of rural populations would revolve round the question of 
Junv far it is expedient for a country to specialise in those types 
of industry that it finds most remunerative, and the clioice of the 
placed it finds most convenient for conducting them. The facts, 
liowever, show that some of the most exclusively agricultural 
countries, such as Argentina and New Zealand, that export 
scarcely any manufactured goods and are continually supplying 
ever-increasing quantities of farm ju’oduce to outside markets, 
are adding to their urban ])opuIations at a considerably faster 
rate than to their rural, 'riiis is apparent from the table below 
showing the oflicially recorded percentage ratios of rural popula- 
tion to the total population at various dates in certain selected 
countries. 



issi. 

1 I.S91. 

1901. , 

1911. 

1921. 

ICngland an<l ^Val('a 

32-1 

2 SO 

230 

21-9 

20-7 

Canada 


08-3 

C26 

04 0 

r)0-5 

Australian Coininomvo.'iltli 




420 

37-5 

Now Zealand 

r,2-34 

CMC 

60 87 

6707 

61 23 


1880. 

1890. 

1900. 

1910. 

1920. 

Unit-cd Statos 

71-4 

64 0 

oo-o 

61-2 

48-0 


Argentina 


1S!)5. 

57-2 


1914. 


420 




390 THR ECONOMIC JOURNAIi [SEPT. 

Ill view of tlio above figures, it has to be recognised that forces 
are at work in economically advanced countries, making it possible 
for their agricultiii’al indusiries to be carried on with a relatively 
declining personnel resident in rural districts. The factors that 
(‘ontribute to tliis result arc apparently rather complex in their 
working, and it seems worth while to attempt to analyse them 
and to consider their mode of operation. 

It is often said, and u itli much truth , that Europeans, especially 
in new counti’ies, prefer town life to country life. There is a 
certain restlessness in the western Muro])ean and in his descendants 
in North America and the Soutliern Hemisphere which impels 
him and them to seek the more varied forms of mental stimula- 
tion available in towns, where the opportunities in life are usuallv 
ampler and more numerous. A close connection exists between 
this restlessness and the enterprising spirit that has enabled tlies(‘ 
people to accomplish so much in the world in a comparatively 
short space of time. At all events, pressure is constantly being 
exerted among western European peoples to shift population 
from the country districts townwards; thos(‘ who remain behind 
arc sucli as have no aptitudes for, or opportunities of following 
urban callings, or have prospects in the coiintjy through succession 
to farms and rural busi!iess(‘s. far brighter than any possible for 
them in the towns, In manufacturing and even in agricultural 
countries also many are drawn to the towns without much 
initiative on their own part, simply l)ecaiisc there they find more 
abundant, regular or better-paid employment. For reasons that 
will be examined in detail later, successful industries and forms of 
mercantile business become e.stablished and grow in urban centres, 
and a .strong economic pull is set up to bring in more or less 
ordinary people as wage-earners. The figures in the table abov(‘ 
seem to show that the tide is in full progress in a number of 
countries. Thus, with some striking exce])tions, agricultural 
districts in tlie Western world continue to exist rather than to 
flourish. 'J'he vigorous developments of the ago leave tliom on 
one .side, are shaped elsewhere and in a, ff)rm in wliieh thost; 
districts have to acquiesce without serious previous consultation. 
Having ceased to offer attjactioiis as a pennaiumt jdac'c of resi- 
dence for the koener-w itted in this restlo.ss age, the countryside is 
being left by the class of people posses.sed of means ns landowners 
who in England and elsewhere in a previous generation established 
homes and lived there, giving it .some ind(q)endent intellcetual and 
])olitical impulse. 
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Prime Causes of the Changixq Distribution 

The decline in the last fifty 3 'ears in the ratio of the rural- 
dwelling to the total population in a number of countries is to 
some extent, but not entirely, a measure of the increase in agri- 
cultural productiveness per unit of farm labour during tlie period. 
This statement is subject to some important qualifications, but 
we may deal first with the broad generalisation itself. Tbo rate 
of progress in the saving of labour required to furnish given units 
of farm produce has varied enormously during the period both 
from one countiy to another and also from one kind of produce 
to another. It appears that this type of human gain has been 
greatest in grain -growing in new countries, and least perhaps in 
certain types of smalhscalc mixed fanning in old countries. It 
is said that in America the 2 hours and 13 minutes’ labour required 
to produce a bushel of wheat in 1833 had by 1904 fallen to 10 
minutes. ’Jliis is by no means typieal of the progress in farming 
as a whole even in new' countries, nor does it, of course, make 
ajiy allow^ance for the increa.sed labour costs in the interval 
involved both directly and indirectly in getting the })roduce 
to the consumer. Nevertheless, tlirough improvements that have 
affected special types of farming, the general progress in the 
agricultural industry, and the redistribution of differing tyipcs 
of farming according to suitability of soil and climate, there has 
imdoubtedly been a steady reduction in labour time required per 
unit of produce obtained over large sections of the farm opera- 
tions involved in supplying food and certain raw' materials for the 
AVestern w orld. This is borne out bv the fact that in addition to 
tJie decline in the ratios of rural populations, less is now con- 
tributed in the way of assistance' in actual farm operations bv 
women and children, in Knglish-speaking countries at all events, 
than wais so contributed fifty or even twenty-live years ago. 

In the absence of intejitionally prohibitive tariffs on agricul- 
tural produce, the prices of such produce throughout the countries 
that consume it obviously tend to a more or less uniform level, 
after allowance has been made for any transportation and other 
costa involved. Thus, when during the last half-century large 
quantities of a given kind of produce, for example, of w heat grown 
in the New World, have been forthcoming at a smaller expenditure 
of labour per unit than w\as necessary elsewhere before, the 
advantage has tended to be shared by all countries participating 
in the international market for that product; for in spite of 
increases in population the result has been a fall in price levels 
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which has caused production to withdraw from those marginal 
areas where tlio labour costs were formerly highest per unit. In 
other words, unless agriculture has been protected by very high 
tarifTs on imported produce, land has tended under competition 
to go out of cultivation and labour to be displaced in all such 
earlier settled areas specialising in the product in question, that 
have not been able to devise means of reducing their costs of 
production, or to find some other kind of farming in which for 
one reason or another competition has been less severe. In any 
case, agriculfurc in these areas has seldom been able to absorb an 
increased labour force. 

It is obvious that changes of the kind just described have 
been highly favourable to the establishment and growth of manu- 
facturing industries in the older and more densely populated 
areas. Labour there has been set free that was formerly iinnio- 
biliscd in agriculture or ear-marked for the expansion of that 
industry; nominal wage rates have tended to fall owing to the 
cheapening of necessities and to the declining rate of demand for 
h:bour in the agricultural industry; and such areas, if within 
reach of cheap fuel, could utilise the advantages of the whole 
changing situation in supplying their manufactures to the now 
agricultural areas abroad, too busy for the time being witli the 
opening up of farm lands to think of furnishing much of tJieir 
requirements in manufactures themselves. Even those ol(]f‘r 
countries, such as Germany, that followed the policy of raising 
the prices of the floods of cheap agricultural produce at their gates 
by means of heavy duties, reaped indirect advantages. Tlie 
proceeds of the duties went in relief of taxation which otherwise 
would have fallen with lieavier burdens upon the growing manu- 
facturing industries. These protective countries were able, in 
fact, to afford relief and even to give direct assistance to manu- 
facturers out of the difference, collected by their customs, between 
internal supply prices and the lower w orld-prices of many kinds of 
farm produce. At the same time the existence of this serious 
potential foreign competition behind the tariff wall made if 
expedient for the farmers in such countries to utilise to the utmost 
any economies in production within their reach or to redistribute 
the attention they gave to different products so as to specialise 
more in those in which foreign competition was least threatening. 

To sum up the position reached at this stage of the discussion : 
it appears that throughout tho western European world as a whole, 
forces came into operation during the later nineteenth century and 
continued at work in the early twentieth, that made for a reduc- 
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tion greater than any in previous times, in the proportion of the 
total disposable labour force required for agriculture ; there was a 
consequent and more than corresponding increase in the supply 
of human energy available for manufacturing or other pursuits, 
and thus the growth of towns first became rapid tliroughout the 
modern world in general. 

We have next to observe how the process of rapid urbanisa- 
tion, once set in motion, gathered force and has roniinuod unabated 
in spite of a probable slaekcning off roeently in llie rate of the 
reduction in the labour costs of agricultural production. It is 
necessary at this stage to distinguish clearly three sets of costs as 
applicable to farm produce. In the first ])hice, there is the net 
farm cost in the form of payment for seeds and fertilisers and 
for the labour and other incidental services rendered in the 
])roccss of production; secondly, there is the gross faiin cost, 
which includes in addition to charges for human services an 
allowance for equipment and other capital employed ; and thirdly, 
there is the final cost of the produce as d(‘livered to the consumer, 
which includes all further charges above those ex-fai*ui due for 
the services of transportation and elaboration. The essential 
features in the development of the last half-century and more 
has been this, that while the net cost at the farm in the form 
of liumaii services there rendered has declined nunarkably and is 
probably still declining slowly, a steadily increasing proportion 
of the final, even if reduced, cost to the consumer has gone in 
remuneration for the other charges, namely, those for suj)plying 
farm equipment and for the services of transportation, marketing 
and elaboration. Further, there has been a steady migration of 
the industries responsible for these latter factors from the cmintry 
districts to the towns. 

The causes above outlined would have been suhicient of them- 
selves to produce some concentration in the towns, but an explana- 
tion for the rapid and sustained nature of that concentration must 
be sought ill the cumulative working of the contributive forces. 
We may begin with the broadest feature of the movement. As an 
increasing proportion of the labouring and directive forces was 
released from agriculture in older potential manufacturing regions 
with the advent of cheap farm produce from the newly-developed 
areas, those older regions w'ere in a position to devote increasing 
attention to the manufacture of transport material and farm and 
other equipment for the further development of now lands. The 
latter in their turn provided further increased supplies of cheap 
food and raw materials which intensified the changes already in 
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progress in the older regions; and so on indefinitely within the 
limits set by the area and the unexhausted natural fertility of the 
new lands. Similarly also, within the borders of a given country, 
any increase in the use of machinery in agriculture tends to add to 
urban populations and to diminish the rural through the increased 
employment for mechanics in engineering industries in towns 
and the diminished demand for agricultural labour to produce a 
given volume of farm produce. The dc'velopment of railways 
and other modern means of transportation not only renders possible 
the exchange of farm produce against manufactures upon which 
the increased use of farm machinery depends, not only creates 
increased employment in towns for the production of transport 
material and rolling-stock, while it diminishes the demand for 
the services of wheelwrights and blacksmiths in the country, but 
also tends to load to the concentration of transport employees in 
towns Avhcnce the routes radiate. When the average haul was 
short as in the old pre-railway village days, the waggoner had his 
hcadcpiarters in tin*, farming districts, while with the longer 
it verage haul and speedier mo\ cmcnts of modern limes, the railway 
employee and the motor-lorry driver have tlioir homes and their 
headquarters in the towns. 

Perhaps the most striking way, however, in wiiieli urban 
populations have grown within their national borders at the 
expense of rural populations is through the widespread traiisferenec 
from the countryside to the towns of industries eonneeted with the 
preparation of food, the working of timber, the making of Icatlicr 
and so on. Tliis transference is still in progress. The milling of 
cereals, tiie conver,nion of animals into meat, tlie manufaelure of 
butter and its substitutes, of jams and varhnis other food-slulfs, 
are now more or less eentred in towns even in new countries sueli 
as the United States and Australia. The tendency is, indeed, to 
push this transference to the point of providing not only for urban 
needs from these factories, but also for those of the surrounding 
country districts as well. In the extreme case the farmer pro- 
duces simply the raw material in the hnun of wheat, live aniinab 
and milk, and obtains his supplies of flour and bread, of meat 
(especially bacon) and of butter from a near or distant town. 
Local rural industries for the elaboration of food and homo indus- 
tries of the same nature are alike in a state of eclipse in wide 
areas of the Western world. The cumulative operation of the 
processes of redistribution of population is very marked here : 
with the concentration of the elaborative industries and the 
centralisation of their markets in the towns, these industries have 
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been able to utilise macliincry and other large-scale economies, 
and these have given them further competitive advantages against 
their country rivals. 

Moreover, as the proportionate need for persons engaged in 
the staple rural industries has declined, there has bec'U a corre- 
sponding relative smaller amount of employment for p(‘rsons 
engaged in supplying personal services and such wants as can best 
or can only be met locally- - for servants, teachers, grocers and the 
like. The numbers of such i^eople may grow apace in the towns, 
hut tend to bo stationary or to diminish in many rural areas. 
Wo shall note later the manner in which towns seem to contrive 
to absorb an even greater proportion of tlie increase of wealtli 
than they do of the population, and tiiis gives them an added 
advantage in competing for all kinds of personal or subsidiary 
services and of attracting from the country districts those ca])able 
of rendering them. 

Gross .vnd Net Gains in Reduced Labour Costs 

Tlic gain in the productiveness of agricultural labour is by no 
means necessarily a permanent thing, and, as suggested above, 
may ah'cady be slackening its pace. What has liappened is that 
the opening up of new agricultural regions together larger than 
Europe, by certain sections of the white race furnished with the 
instruments of mechanical and agricultural science, has reduced 
the share represented by labour among the factors of production 
that those sections (and other parts of the human race indirectly) 
Iiave had to contribute in agriculture. Nature for the time being 
was prepared to do more, and was enabled to do so because the 
dependent consuming population, though it incnvised rapidly, 
did not increase as rapidly as new regions iverc opened. 

Further, proper weight must be given to the factors that con- 
tribute to the result that the gain in the productiveness of agri- 
cultural labour has been less than the increase in tlie ]>roportion 
of the urban, or the decline in the proportion of the rural, to tlie 
entire populations. In order to arrive at the net gain, we have to 
set as deductions against the apparent gross gain three features 
already noticed as causatively connected with the rect'Ut growth 
of towns ; namely, the wddesiiread transfiTcncc of certain industries 
from the country districts to the towns, the greatly increased 
labour both for the making of transport material and for tlui work 
of transportation itself in the modern system of moving agricul- 
tural produce in great quantities and over long distances, and the 
very considerable labour employed in towns in the manufacture of 
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machinery tiiat Jias displaced manual Tvork in the countryside; 
and in addition to these, the notable incrco.se of supplies from the 
tropical regions. I'his last is important, since it seems that many 
more people now live in the towns in temperate regions producing 
goods for which they arc able to exchange the products of tropical 
soils. The above four groups of deductions that have to be made 
take no account of the large number of jKTsons, often highly 
remunerated, that arc engaged in commerce in the to^vns merely 
in the work of carrying out the greatly increased number of 
exchanges of goods that the transformation in the economic 
system has involved. It is unfortunately impossible to measure 
quantitatively either the gross gain or the amounts that have to 
be subtracted in order to arrive at the net gain. That the latter 
has been continuous and in the aggregate considerable there is 
little doubt, but it has clearly not been as great as might at first 
be supposed. 

Economic Domination on the Pakt of the Towns 

The social results of this redistribution of population arc 
evident enough. Urban populations in a number of countries 
have gained both economic and political strength out of all pro- 
portion to that in their hands half a century ag >. The democratic 
systems of government of the modern world favour the concen- 
tration of effective power in the towns, which in any case enjoy 
strategic advantages in economic bargaining. The material 
attractions that towns have to offer are real enough for those w^ho 
have the capacity to take advantage of them. The best brains 
of each country or region thus gravitate to the urban centres, 
and every accession of talent gained by these centres from the 
adjoining country districts increases the economic power in tlio 
hands of the towiispeoplo w’hile it diminishes b(>>th the producti\'i^ 
and the bargaining power in the agricultural districts. TJio net 
result is that the greater part of the material gains that machinery 
and modern developments have brought to the Western w'oriti 
in reducing the labour recpiired in agricultural production ha > 
accrued to the towms. The balance of the gains has goiu; 
for the most to the owners of farming land qua owners, who ou 
realising the increment frequently move to the towns, taking the 
command of wealth so gained with them. Agriculture remains on 
the whole a poorly paid occupation compared with commerce, 
manufacturing and finance, except perhaps in a few countries 
such as Denmark and New Zealand, where the national intelli- 
gence is concentrated on agriculture rather than on urban Indus- 
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tries. It would almost appear that in a number of countries 
farmers are out-manccuvi'ed all along the line - in command of 
capital and finance, in the drafting of tarilTs, in coll(‘ctivc bargain- 
ing, in the marketing of their produce; that as a eonseciuence 
agricultural industries are forced to work for less than their dia^ 
while the town-dwellers get more than their share. 

This will continue as long as the .sii])])lies of agriisiltiiral pro- 
duce are maintained in reasonable abundance either by tlu' 
addition of new sources in the tro])ics or ('ls(‘vvli(‘r(‘, or by the 
more intensive development of reeently o])ened tem|)erate region 
or by the application of improvements that increase the pro- 
ductivity of agriculture as a whole. Whether it will continue 
indetinitely depends mainly upon the future rate of increase in 
the populations of Westtu’n hhirope, of North America and of the 
regions in the Southern Hemisphere occupied by Eur()})eans. 
Among large sections of these populations the pn'servation of the 
standard of living appears to be a more important consideration 
than continued marked increases in tludr numbers; and this 
feature is more pronounced in the towns than in the purely agri- 
cultural areas. Increasing urbanisation seems, in fact, to be 
aecompani(‘d by a tendency towards a stationary or even a declin- 
ing figure for the populations of whole eountri(‘s withiii the western 
European vvt)rld. If, however, the great consuming po])ulations 
for agricultural ])ro(Uice fail to increase, or increase only very 
slowly, white agricultural ])Oj)ulations will never regain a strong 
(‘conomic ])osition arising from a relative scan'ity of what they 
have to .^ell, so long as the gmit temperate' r(‘gi(ms remain in tlu' 
hands of the races and peoples now occupying them. Farming 
may in sonu^ ways be a skilled calling, but with the advance of 
agricultural science and the accumulation and funding of experi- 
ence it is becoming less so. The days of pioneer farming, which 
called for special qualities of character and in which increases in 
land values formed a substantial ])art of the return for the labour 
and hardships, are passing away ; as long as the birth-rat('s in rura 1 
areas remain higher than those of the towns, as long as food- 
stuffs and fibres arc obtained by industrial populations indiffer- 
ently from the temtierate regions farmed by Eurojieans or from 
the tropics and other parts of the world occupied by coloured 
peoples, there is little likelihood of farm labourers and farmers 
becoming sufficiently scarce to force up tlu'ir rat('s of remuneration 
very mueh in any white man’s eountry. 

E. W. SUANAUAN 
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CROV¥ORFA\\ST\m ENGLAND 

The numerous factors affecting yields have been enumerated 
in a previous article (Economic Joithnal, September 1926), 
where reference was made to the difliculties inherent to estima- 
tion oven of gathered cro[)s, and the fallibility of the human 
machine, when engaged in eoiidjiiiing varied rates of productivity, 
was stressed. Yet it would seem that the still more hazardous 
process n^ju’csented by forecasting yields is, in certain quarters, 
legarded as merely dependent upon mathematical calculations, 
'riius, Professor L. \\' . Lyde, writing upon the subject of “ Russian 
Wheat Supplies,” ^ has said : ‘‘ For instanco, in England the 
Shaw' formula, even when not checked by the ‘ Rothamsted ' 
formula, is remarkably trustwoifhy. It computes the yield by 
subtracting from a datum of 39*5 bushels per acre a maximum of 
about 79 lbs. for each inch of rain that lias fallen during the 
tbirteem weeks of September, October and November, and the 
actual results show an astonishing agreement with the subsequent 
yield as given in the official returns. Why \ Because we know 
that the * extra ’ rain prevents, or even postpones until spring, 
tJie proj)er preparation of the land, and it restricts root develoj)- 
iueiit. And we can put definite values on the various factors 
and make the necessary additions or subtractions. Indeed one 
may say to-day with little fear of confusion that the yield of 
vheat in England next autumn will be certainly circa Tl 
(39-.3 -- ()•;{) bushels.” [Actually tlio recorded yield was 2!I-G 
busliels. — J. A. V. I Here we find associated with the whole of 
England, a formula tentatively ])ut forward by Sir Napier Shaw' 
twenty years ago as mainly applicable to East Anglia. This 
method iicgleets variations in the local distribution and times of 
precipitation, ignores all reference to climatic happenings from 
Januai'y to July, and, moreover, assumes that etlects upon clay, 
fen and breck-land soils are similar. It atfoi’ds an interesting 
pursuit retrospectively to investigate on these lines the yields of 
past years, but although certain limited areas and some seasons 
may bear out anticipations, it is impossible thus to dogmatise 
upon results. Tlie writings of anyone versed both in mctcor- 
olf)gy and in agricultural statistics, such as those of R. H. Hooker, 
e.(j, " Forecasting the CTop.s from the Weather ” (IVesidential 


‘ Times, Jaiiuaiy 4, 1920. 
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Address, Royal Meteorological Society, 1921), afford a timely 
warning as to the limitations attaching to these inquiries. The 
best that can be said for them may be summed up in Hooker’s 
own words : “ I do not suggest that predictions should be based 
solely on statistical records of the past weather. But 1 do suggest 
that these records must not be ignored. It is abundantly clear 
that the w^eather plays a part, invisible to the eye, in the internal 
structure of a plant that can be measured by such statistics : 
something, wc may say, goes on inside the plant which is not 
recognised by an observer in the field, and which only exhibits 
its matured effect in the ripe crop. It is quite obvious that these 
numerical records must be worked up and the results taken into 
serious consideration, and used in conjunction with other facts, 
such as those learned by actual observation in the fields, for 
foretelling the future harvest.” There we must leave these 
theoretical methods, putting beside them those much more 
venturesome long-term forecasts based on apparent cycles in 
production, wliich, from time to time, cause no little stir, for we 
arc here concerned with existing practices and possibilities. 

The Board of Agriculture inaugurated, in lOOb, a system of 
forecasting probable yields of staple crops, based upon their 
condition at monthly intervals. Tour statements arc issued, 
which, up to 1922, recorded as j)ercciitages of 100 (‘‘ an average 
crop ”) their appearance on the first day of July, of August, of 
September, and of October (upon occasion, and for certain 
products) ; subsequently the basis was altercal to actual yields 
ill terms of bushels and hundredweights, ’rhese tigurcs are, in 
the first instance, prepared by the Crop Pie porters, and then 
amalgamated in the usual manner by the headcpiarters staff so as 
to be ajiplicablc to the whole country. It is here not nccessar\’ 
to classify in advance the respective values of each monthly 
forecast, but it may be stated that for most crops eacli report 
tends to ap[)roach nearer to the “ actual ” yi(‘ld ultimately 
recorded, but many aberrations are necessarily found, aiul on 
oc(!asion the trend is in the o[)j)osite direction, cjj. in 1910 Barley 
figures ran thus : 95, 97, 99, wdiile the yield was re])iesent(?d by 
95. In the case of such a fickle crop as roots, forecasts made two 
or three months in advance possess little value, and only the last 
can generally be accepted as a serious contribution to the farming 
situation. 

The following comments relate to an inquiry made into the 
accuracy of the last forecasts (i.e. September in the case of cereals, 
and October in that of roots) when compared with the yields 
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subsequently reported. In general, they exhibit features common 
to such estimates whensoever made, and relating to whatsoever 
crops, viz. they tend seriously to imder-estimate yields. For 
example, H. L. Moore, in Forecasting the Yield and the Price of 
Cotton, devotes much space to this subject, and is satisfied that 
forecasts of the United States Department of Agriculture possess 
“ inherent defects that lead to an under-cstimato of the yield 
per acre. The oiruijil method of forecasting, if applied to the 
data referring to the condition of the crop during a period of 
twenty-five years, gives a predicted yield per acre, wliich is au 
under-estimate 19 times when based upon the iMay condition, 
IG times when based upon the June condition ; 15 times in July ; 
16 in August, 15 in September.” We, in this country, are not 
concerned with divergencies from that American entity — or 
fiction — ” the normal crop,” which is “ not represented by an 
average condition, but a condition above the average, giving 
promise of more than an average crop ” ; neither is it a perfect 
crop, for ” the normal rejwescnts sometliing less than this, and 
thus comes between the average and the possible maximum ” 
(Official Instruction, U.S.A. Department of Agriculture). For- 
tunately the forecasts for Plngland and Wales have taken as their 
basis the ” ten-year average ” crop, and are ex])ressod as per- 
centages of this figure ; a recent development has comprised the 
issuing of statements of probable total out-turn, based on the 
ascertained acreage multiplied by estimated rates of yield. Fur 
the three principal cereals it will be seen (in the diagram opposite) 
that the last fore<.asts, made at a time wlien harvest is in full 
swing everywhere, and often actually completed in tlie southern 
and eastern counties, (a) tend seriously to understate the position, 
and (b) generally fail to anticipate an above average return. 
Thus, the very dry season of 1921 completely misled the Reporters, 
wlio did not recognise it as providing an abnormal crop of Wheat 
(doubtless under-stated at 110), but suggested as appropriate 
figures of 100, 101, and, finally, of 104, and at the same tinu' 
forecasted the Barley crop as 89, against results of 90. It is 
ty})ical of their outlook that even the September forecasts failed 
to appreciate the situation, the majority of Wheat reports 
recording “ average,” “ slightly above average,” or at best 
indicating a figure of 105 as applicable. All students of agri- 
culture arc familiar with such statements as the following, which 
emanate only too frequently from those connected with the land : 
” the worst harvest I have ever experienced,” “results will ho 
even worse than in 1879 if these assertions arc subsequently 
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compared with the same speakers’ reports, based on the yields 
of the threshing machine, their biassed nature is apparent. Is it 
likely that local officials are entirely free from such tendencies ? 
Deep-rooted motives, such as a desire to minimise a crop in order 
to enhance its financial value, can, of course, in this country, be 
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put out of court. Psychology and conservatism alone appear 
responsible. 

There is little to clioose between the accuracy attained in 
forecasts of Wheat and Barl(‘y, save tliat tlie second, or August, 
forecasts of the latter have actually been inferior to those issued 
in July. Oats clearly afford the worst results, since only upon 
two occasions in twenty years w'cre September estimates above 
the final figures, whereas for Wheat this occurred six times, and 
for Barley on seven occasions. It would not appear that the 
comparative dates of coinmenceinent, or the subsequenty duration, 
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of harvest- liave influenced these results, for inquiry luis failed to 
trace any connection therewith. There is no evidence to suggest 
that the margin of error in forecasting cereal crops has improved 
during the twenty yt'ars they have been prepared, although tlu! 
dates of issue have themselves been retarded; in any event 
September “ forecasts ’’ can generally be based on a proportion 
of actual weighings, and should be correspondingly facilitated. 
As comparisons are elfeeted with th(‘ ten-year averages, and Crop 
Keporters consistently fail to anticipate yields equivalent to these 
ligurcs, which are the outcome of their own judgment, and have 
themselves been (h'clining during the two decades under review, 
it would seem that progress is barnal, and further diminution 
in oflicial \ields may possibly be expected. For exam])]e, on 
only six occasions in the twenty years has the ascertained yield 
(jf jlarloy been vi'ctJi'ded as above the average, and eight time.s 
was this the cas(‘ witli Oats, lli^poiiers are bound to be alTecled 
};y their previi.ms forecasts, and hence reluctant to acknowiedgi* 
impi’ovi'iiieiit . Since lack of s})ace precludes any separate 
diagrammatic replv^('nlation, the following lahl(‘ has been sulj 
stituled, which wadi demonstratc's the univeisal character of the 
tendencies referred to abf»ve, the principal crops subj(‘et to 
])reliminary estimates being ranged in the order of their accuracy 
as revealed b\' tlu.' final furecasis. 
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cereal estimates as betwTcn July and August is very similar, but 
in three cases (Harley, Oats and IVas) the passage of a month 
results in w ider errors appc'aring. The last forecasts for Mangolds 
are w'orse than the first, the third for Potatoes inferior to tlie 
second, but root crops are particularly subject to the onslaughts 
of pests and disease, so that such results are not unexpected. 
The pessimistic view's of the Crop Reporters can best be illu.strated 
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by analysing the number of times in the sevies of twenty years 
that a below average crop was anticipated at tlie linal forecast, 
when the following data arc obtained — Wheat 7 limes; Barley 
15 times; Oats 15 times; Beans 9 limes (in tliirtecn years); 
Peas 13 times (in thirteen years); Potalix's 13 times; Mangolds 
11 times; Meadow Tlay 0 times (in ninebcMi years). (3nt of a 
total of 125 final forecasts, 101 were ])ut below average, 20 above, 
and 4 coincided with that figure. This l)ias is aceeiitnated when 
it is remembered, firstly, that the ten-year avc'rage was, for six 
crops out of the (dglit, not merely stationary, but lower at tlie 
end of the period than at its commencement, and, secondly, that 
tlie margin by which estimates fell below th(‘ average greatly 
exceeded that by whieli they more randy exceeded it. 

It is unfortunate that strictly comparable forecasts are not 
issued by any indepemhait body, so that it might b<‘ possible to 
place the oflicial series side by side* with cevti’aneously [)re])ared 
estimates, as was elfeeled in the case of record(‘d yields. TIk^ 
however, compiles preliminary statiaiK'nts (‘aily in the 
months of duly, August and Sep((Mnb(‘r, in which the condilion 
of crops is recordi'd in percentages, when‘ ion equals ” a healthy 
and average growth and (hwadopment for tin' time of year.'’ 
This -figure, being somewhat akin to the rnifed States “ normal,'’ 
its main function is to provide an imlication as to wludher im- 
])rovement or dederiuration is registenal at eaidi monthly interval, 
but a (dose (.examination of the final, or September series, ('xtending 
over the same jieriod of years (190t)d92r)) as c(.)vered by the 
Ministry’s foreciists, provides evidence that^ they arc at least 
free from any bias and, further, are in harmony with tlm Times 
statements relating to final yields, d'hiis, for the six crojis 
represented by Wheat, Barkyy, Oats, Beans, PotaU^es, Boots 
(" Turnips and ^lang(dds ”), the September statement of condition 
indicated returns above the average on 73 oeeasions, boknv it 
45 times, and ccpal to it twice. Incidentally, proof of tlui 
steadiness of the linal figures themselves is fortlicoming when it 
is recorded that on G4 occasions these actual ” yields worked 
out as above the t(‘U-ycav average of tludr })recursors, and 5(1 
time.s were below it. 

Grounds have previously been given for the belief that yields 
are not quite as low as the oflieial figures siiggc'st, and it now 
transpires that the oflieial forecasts too often fail to attain the 
modest level occupied by the latter. Admittedly, the task set 
the local officials is a difficult one, but again it would seem that 
extreme conservatism is hampc'riiig their decisi(;iis. In this 
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particular work no methods of precision can avail, and all that 
can be suggested is that the tendencies recorded above should be 
brought to the notice of Crop Reporters, and, in addition, that, 
prior to harvest, reminders might be issued that below average 
forecasts of yield would not be accepted unless based upon 
irrefutable evidence. J. A. Venn 

School of AgrienUvre, 

Cambridge. 



A HISTORY OF BARCLAYS BANK 

Uidonj of Barclays Bank, Liniil&l, inchuling the many Primte 
and Joint Slock Banks amalyamatcd and affiliated with it. 
Compiled by i\ W. Matthews, Chief Inspector of the 
Bankers’ Clearing House (1900-1020). Edited by Anthony 
W. Tuke, Local Director of Barclays Bank. (Blades, 
East and Blades, Ltd. 1926. Pp. xiv + 411. 4to.). 

TmRTY-FiVE years ago there was no more obscure subject 
in English economic history than the growth and operations 
of the country bankers and their London agents. It was prac- 
tically an unwritten chapter in the history of modern banking ; 
and even to-day, as these banks were under no sort of regulation, 
and essentially private banks, wo lack the necessary statistical 
basis for a scientific account of them. After 1896, IMartin’s 
History of the Grasshopper, followed by Hilton Price’s London 
Bankers, Maberley Phillips’ Banking in the North of England, 
( We’s Banking in Bristol, with other sketches of less pretension, 
first threw really valuable light, either on the country banks 
themselves, or, what is even more significant in view of later 
developments, on the relation of these country banks to their 
London agents. 

We now have a most important addition to our resources. 
This History of Barclays Bank gives us the first comprehensive 
account of one of our great clearing banks from its earliest begin- 
nings to its huge modern Issue as one of the largest banks in the 
world. The economist Storch said in 1815 that Great Britain 
was the only country in Europe in which there were any private 
banks. The statement requires qualification; but there is 
certainly no other country in which such private firms, half- 
bankors and half traders, can be more profitably studied, or have 
given rise to such remarkable develo])ments. Nor is there any 
H]nglish bank better suited through all the stages of its long 
history than Barclays to illustrate the most characteristic features 
of those developments. A preliminary glance at the outlines 
of our banking history may serve to show the special value of 
such a contribution as this volume can make to it. 

Our first bankers, the goldsmiths, like the Bank of England, 
which afterwards absorbed a good deal of tludr business, were 
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London hankers, well able to c*atcr for London needs. But the 
eonntry districts of England were practically destitute of banking 
facilities. Burke said that when he came to England in 1750 
there were not twelve banks outside London; and these, no 
doubt, were of the most primitive type. The country clamoured 
for means of remittance. ThLs has always been the first origin 
of the rise of banking, as o})posed to mere money-lending, or the 
discount of bills. The Bank of England, unlike the Bank of 
France, never has had any elfeetive branch business, and could 
not supply the desired facilities. They were first ])rovided by 
successful traders in the country, who had correspondents in 
JvOndon, and gradually admitted local friends to share their 
o|»portunities of remittance. Later, as the demand increased, 
a charge vas made for this service, and the work became so profit- 
able that the country merchant gradually dropped the trading 
side of his business and l^ecame a banker pure and simple. For 
many reasons. English financial o])erations have always, and 
more than in any other country, tended to centre in the metropolis. 
Menee the eouniry bankers were soon obliged to ol)tain regular 
banking agents in London. For this pnr[)ose they used the 
descendants of the goldsmith bankers, mainly grouped in Lombard 
Street and its vicinity, but to be found as far west as TempK' 
Bar and even beyond. English trade was making rapid progress, 
especially in its foreign relations; and what, a country merchant 
wanted, when discounting a bill with his banker, was not cash, 
in tlio form of coin or notes, but a safe and easy means of nialving 
and receiving payment in London. The country banker, by 
drawing on his London agent, furnislied a convenient London 
currency, whieli made such transactions possible without trans- 
port. of cash. Before the close of the eighteenth cciitur}^ there 
were some 500 of these country bankers, witli some 50 Ijondon 
banks, a dozen of whom did most of the agoney work ; and the 
drafts of the country banks on London had become the most 
convenient form of mercantile “cash” for internal purposes. 

English merchants abroad gradually developed into bankers 
in much the same fashion; so that a century later, the bill on 
TiOndon had become, what it still remains, the most valued form 
of international currency. Thus first the country bankers, 
and then the merchant bankers abroad, created the famous bill 
on London, which by the punctuality of payment of their London 
agents ultimately obtained world-wide repute. But there was a 
further development which did even more than punctuality of 
payment to give the London bill its present unrivalled position. 
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This was the rise of the bill-brokers and the London bill market. 
They provided facilities of discount nowhere else obtainable, 
so that the owner of a first-class London bill is not only certain 
of due payment, but can at any moment command cash. 

All these features of English banking liistory, except the rise 
of the bill-brokers and the bill market, find copious illustration 
in tlie volume under review ; and the later history, dealing with 
the rise of joint-stock banking in England, limited liability, and 
the great banking amalgamations after 1015, is a(le(iuately 
sketched. 

This later history, especially after LS75, is a history of amal- 
gamations, with the general result of which the public are pretty 
familiar. But what deserves the special notice of students of 
banking is the form, in several respects quite peculiar, which 
iiTnalgamation has taken in the ease of Larcl.'iys bank, 'i'he 
nucleus of the combination consisted of two great firms united 
in LS88; Barclay, Bevan, Tritton (.'o., and Hansom, Bouverie 

('o. ; each of them London agents of a number of country 
banks; and their first amalgamation of 1800, a most natural 
one, was a union witli some twenty of those eountry banks, in 
which the Gurneys of Norwich and Backhouse of Darlington 
figured most actively. From time to time after 1800 then' were 
many similar unions with loeal hanks, especially in districts 
whore the bank was not previously represented. Finally, after 
1015, Barclays joined in the general movement for coneentration 
on a far larger scale, and amalgamated wWh large centralised 
braneli-hanks of a different type, hi the end it has become the 
third in size of our Big Five clearing hanks, with deposits of over 
£300 millions, and 1838 bank oflices. 

Big banks are obviously necessary in these days of coloss.il 
business firms. But the new system, in banking as in industry, 
brings with it new difficulties. It makes the personal contaid 
of lender and borrower almost impossible, and tends to substitute 
inelastic “ head office rules ” for the unfettered discretion and 
intimate personal knowledge of the old owner-managers of the 
private banks. It is difficult too, in the big centralised bank 
to provide adequate opportunities for the training of men who 
mu.st be found to fill the highest and most exacting administrative 
positions. 

Barclays from the first, as this History shows, adopted a policy 
expressly intended to lessen these difficulties. It tried to preservt* 
the individuality of the amalgamated banks by creating Local 
Directors and local administrative districts, and, further, by 
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inviting representative partners of the absorbed banks to sit as 
directors on the London Board. In this policy they have (perhaps 
unconsciously) closely followed the lines laid down, a century 
ago, by William Joplin, the great apostle of Joint-stock Banking 
in Kngland. 

The system seems to work very well. At any rate Barclays 
show no sign of going hack on it, hut are gradually extending 
the policy to include the branches of the large centralised banks 
amalgamated after lOL'i. The retention as directors of partners 
in the old bank's has evidently been of service ; for many of the 
highest positions in the amalgamated bank have been held by 
these men, and almost every member of their Board is a trained 
practical banker. There are now 33 local head ollices, and no 
loss than 38 directors on tlie General Board, most of them actively 
engaged in the local offices; besides 5 advisory directors, not 
necessarily bankers. It may bo added that all the capital of 
the bank is full^? paid up. It is not easy to see the value of un- 
called capital as a bank asset; for in any serious emergency it 
i' very doubtful whether it could bo called in. 

The greater part of the History, after these questions of 
general policy have been dealt with, is devoted to the history 
of the individual banks amalgamated. Tt contains a mass of 
interesting and sometimes romantic detail, largely personal 
and biographical. ^ t abounds in character sketches and in matters 
of pedigree and relationship; and continual reference is made 
to such subjects as the religious sympathies of the earlier bankers, 
and especially to the influence of the Quakers in this banking 
grou]). In the course of the narrative the reader is introduced 
to a largo number of the best known names in English banking : 
Alc.vaiider, Backhouse, Barclay of course, Bevan, Birkbeck, 
Bolitho, Bosampiet, Bouverie, Buxton, Eaton, Foster, Gosling, 
Gurneys, Hoare, Leatham, Lucas, Pease, Peckover, Seebohm, 
Tritton, Tuke, Williams and many others. If he happens to be 
a high-))row, he may find the personal element too prominent. 
But he .should reflect that the prominence of personal relations 
and questions of character ha.s always been a marked feature of 
Fnglisli business, and goes far to explain the relatively small 
part played in it by collateral and other formal security, and the 
conserpieut ease and rapidity with which transactions are put 
through, matters constantly noticed by foreign observers. 

Tt is nowhere more vital than when wo are considering banking 
in its early stages, when succe.ss depended primarily on the power 
of fiirnishing means of remittance. In the case of the English 
country banker.'^, it was precisely their intimate relationships 
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and bonds of religious sympathy which furnished them with 
the necessary basis for business correspondence and hanking 
co-operation : just as the Jews had secured it by their racial 
coherence and their curious corresponding societies which Milman 
has described for us. It is really astonishing how intimately 
the English banking families were inter-related. The writer 
was once shown by an English banker a very elaborate pedigree, 
some four feet square, on which he made out his descent from 
Sir John Houblon, the first Governor of the Bank of England. 
It further appeared from this tangled web of descents and 
marriages that he was also connected with almost every banking 
family one had heard of. This intimate and complicated relation- 
ship is fully illustrated in the book we are considering. It largely 
extends our i)rinted record of such connections, and perhaps 
even more of those religious sympathies on wliich they were 
grounded. The Quakers have played a great part in English 
banking, nowhere more than in the Barclay group : the Huguenots 
may rank next; but a certain pictistk; and mystical form of 
religious feeling seems to have characterised nearly all the original 
Barclay bankers. Hemittance has now ceased to be a problem. 
The big branch banks and the universal currency of the cheque 
now j)rovido us with a perfect system of payment; but in earlier 
times a system of correspondents was the first essential, and it 
is still interesting to see how our English banks obtained it. 

The histories of individual banks are unequal in value, but 
reach a high average. Those of the Gosling and Gurney banks 
are particularly good ; and ('ambridge men will appreciate the 
record of Mortlocks, and the excellent portraits of its present 
head, and original founder. (By the way, many of the portraits 
are so good that one regrets to find the artist’s name omitted.) 
In connection Avith the famous Gosling ])ank, it may be mentioned 
that St. John’s College opened its first banking account with them 
in 1705; and this date may fairly mark the time when non- 
commercial people generally began to keep a banking account. 
Here is the reference from the College Conclusion Book. “ 5th J uly, 
1705. Agreed that Mr. Baker pay the money Avhich he re(;eives 
for the use of the College into the hands of Sir Francis Gosling & 
Company as bankers for the College, and that the Master write 
to them to pay it to the drafts of the bursar.” They also opened 
an account with Mortlocks in Cambridge ; but they retained their 
account with Goslings in London till Goslings Avas merged into Bar- 
clays in 1896. Goslijigs had a crowd of distinguished customers, 
many of whose signatures are reproduced, and a large Indian 
connection which included Clive and Hastings. A cheque drawn 
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hv .Hnstin;^s is n'proilutod, also tlu^ oldt'si surviviuj^^ cheque on 
(Tosliugs, djiied fluly H), 1708; a.iul their old pewter sign of the 
Three Squirrels made in the early part of the seveiiteentli 
eentury.’’ The checpies of the Gosling branch still bear this 
devi(’c. Some thousand of their ledgers from 1714 downwards, 
are preserved intact ; a chance for some future researcher. 

IMortlocks was the only one of Die twenty banks which joined 
Barclays in ISOO which w;is nol. a private bank. It had becjome 
a limited company in I8S!). Its treatment on amalgamation is 
a good exampl(‘ (jf the Barclay policy. The two principal directors 
Messrs. Parker and Miutlock, were at once made local directors 
at ('ambridge. and Mr. Parker became a director of Barclays Ihiiik. 
A Gambridgeshire dislrict was .soon formed, including Huntingdon, 
SafTron Walden, and Xcwmarind. -aipervisod by the Cambridge 
local directors. Customers were hardly conscious of any change. 
Mr. Parker became Ndcc-Cliairman of Barclays Bank in lhl7, and 
retained this responsible position till 1025— a very trying period. 
.V more influential and friendly connection with " Hi'ad Ulhci' ’* 
lor the ('ambridge customers could hardly be ('oiuanved. 

The record of Bolitho’s bank deserves notice a,s showing the 
very long-standimr connection between Cornish baidsing ami 
smelting. This ])ank issued Tin cheques, .s})eciiuens of which 
are rcjiroduced. in ])urchaso of crude Black Tin, [layalile, aitc’r 
the smelting, in W’hitc 'rin. 

Limitations of s])acc make it impossible to give an adeiiualc 
id(’a of the wealth of incident and illustration in tliese annals; 
hut one or tw'o jioints may be noticed. The famous iirm t>f 
Overend, Gurney c': Co., is mentioned in connection with Gurneys 
Bank, d'he scandalous failure of this firm on May 11, isijii 
(Black Friday), will bo remembered by many ])ersons. the jiresiuit 
writ(‘r included, to the end of their days. The connection with 
I he l)ank had been tcrminatcMl two years b(‘fore the failure of 
Ovenuids, It is curious to hear that Mr. dose|th Peckover of 
the Fakcndiam bank told Mr. Daniel ({urncy that people had 
de[)osited money with him and paifi so much per cent, for its 
safe custody. The rate of intenvst wvis evidently negative ar. 
the time ! The whole history of (oirncys, and the interlacing 
of the many distinct Gurney firms, is full of interest. 'J’hcir 
most wddoly known representative was Sir Jnglis Palgravc, 
F.R.S., long editor of the Bankers' Magazine, wdio also edited 
the Dictionary of Political Economy, and tvas our greatest authority 
on banking history and statistics. After Gurneys joined Bar- 
clays, he became a local director at the Yarmouth Head OlHcc. 
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Jn the north of England the name of Pease will ))e remembered 
because he financed some of George Stephenson’s early railway 
adventures. The Union Bank of Manchester, one of Barclays 
latest acquisitions, seems to have stated at its first start in 1830 
that “ it would act on a conviction of the impolicy of issuing 
notes.” This view had often been adopted by Lancashire banks, 
and it would be interesting if the real reasons for this attitude 
were set forth. Wooten of Oxford, again, refused to go into the 
Country Clearing when Sir John Lubbock introduced it in 1858. 
No reason is given : it may be that their business was purely 
local or with their Jjondon agents. It is mentioned that the 
British Linen (Company Bank admitted a woman as clerk as early 
as 1785, who remained in their service for thirty-one years. 
The war is not forgotten. We hear that two-thirds of the staff 
left for War service; and there is an illustration of the effects 
of a bomb which dropped on the Amiens office. 

We might have wished to hear more of the changes in banking 
practice during the ])eriod covered by this long history, more 
liarticularly in regard to questions of note issue, and of the rise 
and infiucncc of the bill market. What little we know of this 
last subject we owe to Sir Tnglis Palgrave, who was also keenly 
interested in the question of note issue. But as Richardson, 
(he great bill-broker, was related to the Pease family, and the 
(hirneys were coiinocted with Overends, there should be some 
valuable traditions on the bill-market in the Barclay banks. 

However, it would be unfair to criticise the authors for not 
going beyond the limits they have set themselves. We have 
rather to thank them for the admirable work they have done 
within those limits. Mr. Matthews was the best possible person 
to write the history of such a bank as Barclays. He had already 
given us the standard account of the Clearing House, in which 
he showed his complete grasp of the amalgamation movement : 
and he has had excellent opportunities, as a former member of 
their staff, of observing the growth of Barclays from within, 
and, as Chief Inspector of the Clearing, of estimating ifs relation 
to the banking s3^stcm outside. We have had many valuable 
books on banking history in recent years, but the present work 
will be second to none for the purposes of the banking student, 
and it is throughout so enlivened by touches of character, incident 
and romance, so associated with famous English names, and so 
admirably illustrated with its 70 portraits, plates and reproduc- 
tions, that it can hardly fail to be almost as attractive to the 
general reader. H. S. Eoxwell 
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I ?f'ln,sh'ial Fiuclnalions. By A. C. Fiuou, M.A., Professor of 
Political Economy in the University of Cambridge. (Mac- 
millan k Co., Ltd. 1927. Pp. 397. 256’.) 

If, as 1 frequently suspect, economic happenings can be very 
materially affected by what wo know or think about them, a 
new work of this size from Professor Pigou bids fair to bo in itself 
an economic event of some importance. For it is not to be 
cxj^ected that, with liis unrivalled analytical powers, he would 
essay a long journey into this area of thought and accumulating 
experience without bringing back trophies worthy of his name 
and station. It is hardly too much to say that economics to-day 
is on its trial, in a popular sense, in the light it can throw upon, 
and the reforms it can suggest for, the greatest evil of our time — 
periodical lluctuationa of industrial activity swinging to an 
extent far beyond the advantageous limits of novelty, rhythm 
or discontinuous progression. A vast quantity of work has been 
done in recent years on various asptjcts of the problem at homo 
and abroad. Professor Pigou’s book stands as a most authori- 
tative and constructive critical review and summation of all that 
is most valuable in that work. In a first perusal, in odd snatches 
of busy days, 1 formed the impression that there was little that 
was novel or original — little, indeed, of formative importance — 
in his effort. But the more concentrated and continuous study 
afforded in a second reading, during the leisure of an ocean 
voyage, showed that this had been a superficial view, and revealed 
many original contributions of great importance and value to 
economic science and the elucidation of this problem. 

Professor Pigou excluded from the .second edition of Ins 
Economics of Welfare some 112 pages on the “ Variability of the 
National Dividend,” which became the germ of this work, and 
one of the chapters has also already been published in this 
Journal. But the work is substantially now in all its parts. 
Architecturally, its structure is admirable. At no point in its 
detailed digressions docs one lose sense of one’s position in the 
whole, or fail to realise the place of the contribution towards 
the complete purpose. Three-fifths of the work (Part 1.) deals 
with Cau.sation, and the remainder, carefully related in detail to 
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the first, with Remedies. Under Causation, the general char- 
acteristics of industrial fluctuations arc sketched — their inter- 
national range, their similarity, the synchronisation or lagging of 
types of industry. Then are discussed the impulses to fluctua- 
tion which arise from the variations in resources, and those 
which come from natural variations setting up varying expecta- 
tions of profit — harvests, inventions, disputes, fashions, foreign 
demand. The extent to which the structure and productive 
delays of modern industry lend themselves to opj^ortunity for 
errors of forecast, leads straight into the domain which is 
peculiarly Professor Pigou’s own —the mutual geiunation of 
errors of optimism and errors of pessimism, and their cumulative 
aspects. The effects of elasticity in supply of lloating capital 
(in two chapters) lead into the purely monetary aspects (in four 
more). Rigidity in wage rates and the imperfect mobility of 
labour round off “Causation,” with final chapters on the com- 
parative importance of various factors determining aitiplilude, 
which is everywhere regarded as a more vital question than mere 
periodicity or identification. In Part II. it is agreed that fluc- 
tuations, as such, are not necessarily evil, but that those produced 
in the ways indicated have generally a balance of disadvantage. 
Tabular standards for long contracts, bank credit policy, credit 
rationing rerdus discount policy, price stabilisation, and the gold 
standard and the supply of currency, complete the monetary 
treatment. Wage policy, making for stock, transference of 
orders from good to bad times, .short time, overtime, relief work 
and insurance against unemployment are fully discussed. ('Phe 
(aiding, while not banal, as in Enoch Ankn, is perhaps liardly 
worthy of the work, since there was room for a summary survey 
and an expression of view as to the parts of the problem which 
still most require analysis, experiment and research, and of 
opinion as to the position of the final goal, instead of a “ tailing- 
off ” at a j)oint the most remote in the whole book from the real 
problem itself.) Although the abnormal post-war conditions are 
designedly omitted from the analysis, which deals with pre-war 
experience, the author has in some places criticised and examined 
the statements and views of others which have been influenced 
or conditioned by more recent events. Indeed, it would be too 
much to expect that the searching tests of recent times should 
have no material influence on, for example, the chapter on 
“ Stabilisation versus the Gold Standard.” A fairly substantial 
part of the book— say, the first hundred ])ages (with a first check 
at p. 62) and some of the final chapters — might be follow^ed by 
No. 147. — VOL. XXXVII. 
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the ordinary business man, lacking economic training, without 
great difilculty, but tlie remainder contains much that is worthy 
of the best analytical mettle. 

Apart altogether from its subject matter, the book will stand 
as almost a landmark in the development of method, for it 
employs, to an extent liitherto not found in a work of this size, 
the method of direct and ad hoc statistical verification, by cor- 
relation, lagging and the ratio of dispersion or variation. While 
the broad features of concomitant variation arc established, in 
accord with general impression or theory, by exact tabulation 
and charting, eliminating a constant trend, tlic author proceeds 
to much finer uses, and tests every statement as to precedence 
of events, and suggested causation, by correlating straight 
against lagged scries. Moreover, amplitude of fluctuation being 
a very essential feature of the inquiry, the ratio of variation, or 
fullness of swing, comes under scrutiny in the same way. Thus 
we have (a) demonstrations of tlio statement that production 
fluctuates less extensively than employment, and a clear measure 
of the dilTercnce in amplitude; (h) a ])roof of the concordance 
and dependence and precedence of fluctuations of dilTcronb 
industries, but of the markedly different degree of fluctuation 
as between instrumental and consuin])tion trades; (r) another 
of the fact that accumulations of mobile resources arc not the 
dominant inlluence making for industrial expansion, in wliich 
case interest would be low in good times and high in bad tinu's, 
proving by the charts and tables that the dominant causal factor 
is on the side of expectations of profit; (d) an examination of 
the causal connection between good liar vests and tlie expansion 
of industry, by comparing unemployment percentages and the 
quotients obtained by dividing the index of mineral prices by 
the prices of vegetable foods; (c) a test of the theory that 
booms of iiidustry are caused by a clieapening of foreign food in 
terms of British manufacture; (/) an examination of the cor- 
relation (in the United States) between agricultural crops (yield 
per acre) and immediately subsequent changes in business 
activity; ({/) the diminishing importance of tliis connection, due 
to world markets and prices and to advance dealing; (h) proof 
that stoppages of work due to indii-strial disputes involve smaller 
contractions of industrial activity than might pritmt facie appear 
probable; (/) establishment of the consilience between good 
employment and high prices, and the intimate part played by 
money (after eliminating long-period trends in ])rice) ; (j) indica- 
tion of the relation between real floating capital, provided through 
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creation of new banking credits, and industrial activity; (k) a 
critical test of an American economist’s thesis that the short- 
period variation in the frequency with which monetary circulat- 
ing media change hands cancels out with short-period variations 
in the volume of trade, leaving the quantity of circulating media 
as the solo un-neutralised factor; {/) examination of the causal 
relation between the rate at which prices arc rising and falling, 
and the volume of industrial activity ; and various other analogous 
problems. The apparatus of these tests is not forbidding, with 
equations and coefficients, but is beautifully exhibited in graphic 
form, easily followed })y the eye. Nowhere has the now method, 
so full of importance for the future of economic analysis, been 
carried to such clear and definite usage. Jh’ofessor Pigou lias by 
no moans abandoned the older Cambridge proofs of general 
positions by algebraic methods and demand and supply curve 
graphs. These ar(i abundant, but kept in modc^st position and 
range, nor are extravagant claims made for them, so tliat no 
reader need feel a perfect fool because he is not of the minority 
who can read them out loud, or of the select few wlio can even 
follow them. Some of them are ingenious and mentally arresting, 
others seem to be elegant trifling. The book as a wliolc is a 
skilful blend of original analytical presentation ; of example and 
vth’ification ; and of deference to, and collection of, weighty 
authority. The cumulative effect is undoubtedly impressive. 

Among the valiial)le contributions to economic analysis, 
either new or strikingly presented, we may note a few. M. 
Ihiranowsky has assigned a dominant part (in the dcb'rmination 
of industrial lluctuations) to changes in the sup[)ly of mobile 
resources. Professor Pigou dears up an ini])ortant and common 
confusion of thought, and shows that the unused purchasing 
power accumulated in times of depression is not a store of real 
things, but an accumulation of claims on other people by letting 
j)riccs fall and keeping the power to raise them (p. 24). It would 
bo interesting to know whether his conclusion that in 1920 
retailers stoj)ped off their orders in expectation of a consumers’ 
strike, rather than as a result of it, would be modified as a conse- 
quence of Mr. Macrosty’s recent presentation of the facts before 
the Royal Statistical Society (p. 25). The proof that the dominant 
causal factor is not on the side of the stipply of mobile resources, 
but on the side of expectations of profit, which set in motion so 
many forces, is very clearly stated (p. 29). But tlio whole book, 
like all otlier treatments up to the present, is seriously marred 
by the failure to examine the question of profits ad hoc. We hear 
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much of variations in output and volume — all brought about by 
the profit stimulus and outlook. But how do expectations mature 
in practice ? What profits are actually made in good times as 
against bad ? Are the expectations valid, or will-o’-the-wisps 
deceiving every new generation? Or could one touch the high 
and low profit vitally by taxation or compulsory reserves or other 
methods, so that expectation would be moclified, made less 
extreme, and thus all the forces set in motion by those expecta- 
tions reduced to a new order of amplitude and response ? The 
facts about profits need to be explored, their lluctuations classified 
for different industries, their lag ascertained, the effects of their 
different types of ownership determined, the possibility of 
artificially modifying them examined. Are these vital expecta- 
tions, these errors of optimism and pessimism, which are said to 
be tlie mainspring of the whole affair, exactly the same with 
private firms making ])rivate fortunes, as with the managing 
directors of large public cor])orations, with their equalising 
reserves and level dividend policy ? WJiat is the dis[)ersion of 
results in given trades ? Nothing beyond my own ])aper in the 
^Statistical Journal in IflLS and Mr. Coates’ valuable evidence 
before the (^olwyn Committee has appeared which tackles the 
problem from the profits end. Yet the more firmly we join Pro- 
fessor Pigou’s persuasion, putting monetary causes in a secondary 
phuje, and tlu^ main empluisis on profit expectation, the more 
incumbent docs it appear to be to make a tlicoretical and realistic 
study of fluctuations in profit-making. 

When examiiung the effects of changes in taste, and con- 
cluding that such c^hanges tend to cancel by setting an expanding 
filature against a contracting one, perhaps insufficient attention 
is given to the effects of overtime as a counterweight to short 
time or unemployment (p. 48), 

Tlie treatment of psychological causes is ingenious and 
thorough, especially the relation of two false exj)ectations, which 
may jointly create for one another some justification. Can a 
man by thought increase his stature ? Can business men by 
talking really increase trade? The generation of confidence is 
not wholly brought to book by the test of facts — it makes its 
own new facts as it goes along, but it can only do so within 
certain limits, and industry cannot always lift itself up by its 
own boot strings, or Coue itself into prosperity ((chapter VI). 

In the treatment of the profits (and losses) which accrue to 
business men on a change in the price level, perhaps too mucli 
stress is laid upon the way in which the capital is finaTiced 



1927] 


PIGOir : INDUSTRIAL PXUCTUATTONS 


423 


(debentures, etc.) and the lag in wages, and the a\ithor’s examina- 
tion of the profit and loss on the slock in hand, as a function 
of rapidity of turnover, is negligible. Anyone with practical 
business experience of 1918 and 1922 will know how enormous 
a factor in the “ expedation ” of business men the “ profit ” 
and “ loss ’’ carried in this form can be, however little justice 
there may bo in that expectation as a permanently held advantage. 
It is doubtful whether the expectations of bonuses ” from 
capitalists and wage-earners to the business man really repre- 
sent the way in which his mind works (p. 104). In geiuu'al, he 
gets a pleasant surprise when his books are made up, and alt hoiigli 
making money on a rising price level is as (‘asy as falling otf a 
log, each is proud of his ouui prowess, thinks it is due in some 
way to his own business acumen, and proceeds to launch out for 
the following year. He, like the wage -earner, tends to ‘‘ think 
in gold,” and with no really larger spendable income, will act 
as though he had one. 

The conclusion that rigidity in the general system of wage 
rates has a more important bearing on tiuctuations than popular 
arguments, focussed on the circumstances of particular industries, 
would suggest, is well and carefully reached, and, with its refine- 
ments on tlie effect according to the range of industries over 
w'hich rigidity extends wdiere labour is mobile, is one of the 
most important practical issues discussed in the book. Of com- 
forting interest, too, is the demonstration that the three main 
schools of thought ('‘ harvest,” ” errors of forecast ” and “ price 
level ”) arc not mutually incompatible. Kach of these schools 
holds that if it is right the other two must be wrong. Our 
analysis shows that this is not so. “ Ka(;h of the above factors 
may be dominant in the only sense that is intelligible— in the 
sense, namely, that if it, and therefore all the clfects causally 
duo to it, were removed, industrial iluctiuitions as they exist 
to-day would almost entirely {Iisapj)oar.” In Ins criticism of 
his contemporaries’ views. Professor Pigou is kindly, but search- 
ing. It will bo interesting to sec whether Mr. Hawtrey will be 
ready, in the light of it, to modify his wull-knowm dictum that 
industrial fluctuation is “ almost entiixdy a monetary ])heno- 
menon.” Professor logon’s judgment is adverse to the full 
claims of the monetary school, and he considers that successful 
price stabilisation might reduce the ani{)litude by perhaps a half, 
hut that considerable fluctuation must remain. He also makes 
an inductive criticism of Mr. Hawtrey ’s view that a reserve 
discount policy can be converted into a stabilising discount 
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policy if the signal for action is found in price movements instead 
of in reserve proportions, and the constructive contribution on 
this subject ought to be mastered by all central-bank manage- 
ments. 

The general public economic mind is in a fair state of mudd le- 
nient at the present moment on the apparently simple question : 
" Can the banks create credit, and if so, how, and how much? ” 
and between the teachings of Dr. Leaf and Mr. McKenna, Messrs. 
Keynes, Hawtrey, Casscl and Caiman and Gregory, people have 
not yet found their way. It is perhaps a pity that Professor 
Pigou’s criticism of some of these views is hidden away in a 
volume whose title may perhaps not lead the student directly 
to search tliero for it (e.f/., p. 124). Perhaps he may be induced 
to expand it separately into a review of all the chief data, pro 
bono publico. 

Graham Wallas has taught us to study various stages in the 
dev^elopmciit of thought; preparation, incubation, illumination 
and verification. \Vc cannot say that we have herii passed much 
beyond the second, but if Professor Pigou’s work can be generally 
mastered, a whole team of thinkers may prolit by his work and 
bo ready for the flash of insight which may lead to “ the next 
step,” Por even the most enthusiastic admirer of this work 
will not allege that on the constructive side thi^re is more than a 
careful detailed examination of individual factors, or (hat wo can 
rise from its perusal equipped for immediate practical action in 
the elimination or correction of industrial fluctuation. With this 
approach shot, of commaiidiiig brilliance, Professor Pigou leaves 
us an excellent lie, but we are not yet on the green, the run to 
the pin has fluctuations with atrocious amplitude, and hazards 
lie thick around. 

J. G. Stamp 

La Lot lie Varialioa ile la Valeur ct le^ Mourements Genevan x dcs 

Prix. Par Mentor Bolin TATI AN. 8vo. Pp. 154. (Paris: 

Marcel Giard, 1927.) 

In the small compass of this essay of 150 pages the author 
makes an ambitious challenge; and tho fulfilment may seem 
incommensurate with the bold scope of his Preface and of the 
publisher’s advertisement, llis declaration that tho theory of 
value is the “ base ” of economic science ” would bo accepted 
by those less ready to allow that it can be satisfactorily approached 
and definitely resolved from the side alone to which, conspicu- 
ously, Jevons in this country and the Austrians abroad turned 
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by reaction from the old standpoint of J. S. Mill and his fore- 
runners. But Professor Bouniatian is critical of the exhibitors 
of the limited aspect on which he and they fix consideration, 
llis censure of the Austrians is the most complete; hut, to 
quote his actual language, the theorists of the “ subjective school,'' 
failing to give a clear notion of utility,” have not coped with tiio 
establishment of the ” laws of variation of value.” They 
thus left the fundamental question incomplete, and Economics, 
as he views it, has lacked hitherto firm central support. His own 
claim is, first, by analysing the conception of utility to remove the 
previous vagueness, and, revealing its complex nature, to grasp 
the laws of its variation, and, secondly, by pursuing the part 
they play in the general periodic fluctuations of prices, to show 
the inadequacy and error of the “ quantity tlieoiy.” In this 
connection Professor Irving Eisher becomes the target of attack. 
Our author’s aspiration, it will be seen, is not mc'agre, nor in 
truth is his subject of trivial or passing importance. It is, in 
fact, as crucial as it is inevitable. 

On the second matter wo must be content to remark summarily 
that in the last analysis it appears to us that movements of 
general j)rices imply some change in the relation of commodities 
to their monetary measure, or of it to them, but that, while the 
origin (or origins, for they arc likely to be plural and not singular) 
of movement may be sought and found on either or both sides 
of the relation, the question cannot bo answered more surely 
or precisely than by a careful comprehensive balancing of pos- 
sibilities, though on certain occasions a conclusion of high 
probability of connection between the known presence of an 
acknowledged potential cause, or causes, and the attested emer- 
gence of its or their recognised effect, or effects, can bo put 
forward and accepted. M. Bouniatian adduces some pertinent 
considerations in his final chapters, but the subject of his 
animadversion is competent to defend himself from the assault 
thus launched, and in this as in what w(^ deem the larger issue 
raised the positive construction offered as a substitute does not, 
wo judge, fill securely the entire gap opened by fhe negative 
condemnation or vaunted removal. 

What then, if we interpret it aright, arc the extent and 
significance of the emending, or supplementing, collation of the 
theory of value as determined by utility which is [)laced before us 
in this essay? Professor Bouniatian would distinguish, as we 
understand, the conception of desirability from that of utilit}^ 
and he would in this connection stress the contrast of general 
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well-being with particular needs, or wants. He would also bring 
to bear on the further, fuller, closer and deeper scrutiny of the 
“ vague ” “ notion ” indicated, or outlined, by Jevons and by 
others, enlightening, discriminating or fortifying conclusions de- 
duced, not from the objective external ovidcnce, whieh eannot pro- 
bably, we agree with him, be forthcoming in satisfactory mass and 
kind, of numerical figures of market statistics, but from subjective 
psychological research, embodied in such laws as those of Weber- 
Fcchncr, or in Bernouilli’s formula on the appreciation of increases 
of fortune, or in the wider use or application, which can legiti- 
mately be made, of such an old generalisation as that of Gregory 
King (or Daveiiant) on the price of wheat. These addenda or 
corrigenda are, we concede, illuminating in certain directions or 
particular respects, if they are not in their total result so epoch- 
making, or revolutionary perhaps, as M. Bouniatian holds. They 
serve to impart a beneficial, if not necessary, finish and polish 
to ideas which wore at the outset, it may be, crude or ambiguous. 
But we remain at the end in doubt whether the high promise 
offered has been realised ; and, though the clarifying genius of 
the French tongue can be once more exemplified by the difference, 
for example, expressed between general “ bien-etro ” and parti- 
cular “ besoins,” the uncertainty to which wo are finally led 
raises inescapably in our own mind the still broader issue to which 
we alluded at the beginning of this notice. 

We wish to slate it here (with such brevity as we can) because 
we deem its importance has been enhanced by obiter dicta on 
value, as we may call them, lately contained in two small books, 
one on Karl Marx's Capital by the Master of Balliol, and tla^ 
other on (.'o7nnpmi,m> by Professor Laski. Wo feel in duty bound 
to utter such stout protest as we are able to advance at tlic 
earliest opportunity against mistaken and nnsleading utterances 
on the history of the central theory of Fconomics — that theory 
properly so designated by our present author. Both writers 
seem eager to turn attention from what Professor I^oria — 
no lukewarm admirer — has pronounced to be the “ complete 
failure ” of Marx “ in respect of the fundamental object of his 
thought” — the significant circumstance, in short, that his theory 
of ” surplus value ” has remained, despite attempted camouflage 
by himself or Marxians, in hopeless contradiction with the manifest 
fact that, in actual practice, profits do not correspond, as his 
boasted conception nc^eds, with the proportions of “ variable ” 
and of “ constant ” capital (i.e. of labour, and of machinery and 
materials), but tend to equality whatever be those proportions. 
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Professor Laski, in what appears to be an apology, or more, for 
communistic liate and destructiveness, adroitly skating away from 
where he discerns perforce treacherously thin ice, and repeatedly 
postponing his return, acknowledges the “ hclj) derived ” in 
handling “ Communist Economies ” from the Master of EalJiors 
book. As he says that he knows of “ no volume in English that 
better explains the purpose and limitations of its theme,” we can 
turn straightway to that. But Mr. Lindsay seems to us, no less 
perversely, engaged on a slim device to disarm deadly assault 
by plausible gloss and adjusted estimate. He argues in effect that 
his broken idol, by emphasis on ” socially necessary labour,” 
was virtually stealing a march on the economists, whoso reasoning 
he adopted, or adapted, for his purpose. What we are concerned 
with here is not so much the far-fetched credit given to Marx for a 
“ broader ” conception of value as a ” social product.” We do not 
know whether the ]ihiMse, ])ressed so hard, of “ socially necessary 
labour ” is regarded by the Master as anticipation of the later, wider 
inclusion in authoritative expositions of value of the study of de- 
mand, or merely as a reproach directed against previous narrow 
exclusive individualism. But what we would now wish to depre- 
cate is the special pleading of the insinuating debit charged to the 
account of the orthodox teachers, that they were prompted or 
directed by a corrui)ting wish to bolster an existing order, and to 
justify capitalism and laissez-faire, in their preponderant insist- 
ance on the side of supply. Frankly we can discern little or no 
authority for the assertion that they n'garded demand as constant, 
and we have been wont to adopt another reading, which we bidievo 
to be more sensible and less biassed, of the evolution of economic 
thought on its central theory. We find no valid reason for 
discarding this interpretation in the apochryj)hi!l variant of the 
Master and I^rofessor Laski, aiid our version of the text has been 
corroborated by the commentary put forward in the book we are 
reviewing. This is our apology for the tligrcssion, and we will 
end this notice with a compressed statement of our view. 

Busied, accordingly, as we think, in a scientific spirit on the 
discovery and expression of ” laws ” rc]>rcsenting gcuieral ten- 
dencies, economists then as now^ looked for a force or forces 
working with such regularity as to be properly the base of such a 
law. Demand appeared to them not constant, or fixed, but, 
comparatively, temporary, arbitrary and capricious, while sellers, 
or the producers behind them, seemed, under the influence of the 
continuing motive to avoid loss, to be actuated in the long run 
normally by the competitive consideration of cost or expenses of 
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production. So it was, in this mood and with this aim, that they 
e.xplored thoroughly the law, or laws, of supply ; and it was not, 
despite of such interesting anticipations as that of Professor 
Lloyd, noted in the recent special historical scries of tliistlouRNAi.,! 
until an influence regularly stimulating, or checking, consumption 
was unearthed in the natural instinct, and also rational purpose, 
to spend more on what was more urgently wanted and less in 
comparison on what became contrast less desirable, that 
theorising on value was bent compellingly in the direction of the 
determining conduct of buyers. To us, who have ha])pily 
witnessed the catholicity of Marshall, combining both aspects, 
and disclosing unsuspected analogies between the two, the essay 
we are reviewing aflords fresh justification of the attitude of 
Ricardo and Mill, not as it was twisted by Marx, nor yet as it has 
been misshaped by those most reircnt controversialists to whom 
we have referred. Por M. Bouniatian, accepting, without the 
reserve which we feel requisite, the overthrow of the earlier and 
the substitution of the newer theory, after a succeeding half- 
century of dominance, as he declares, envisages a problem which 
is still hard, and detects glaring gaps remaining open in its 
treatment. And in the end ho him.self appears to us to hav(' 
olT(‘red more or less tenable suggestions for reconsidtu'ation rather 
than reached complete definitive solution. The establishment hcjv 
of approved scientific law is not freed from question, and demand 
has not yet shaken off all suspicion of irregularity, varying with 
individual temperament, and stubbornly jarring the smooth- 
ing influence of market averaging. The record of the earlier 
fifty years of sway of the old-fashioned theory could, we conceive, 
submit with equanimity to the test of comparison. It might 
complacently exhibit a capacity for survival which would entitle 
it to st)me amount at least of atavistic favour. L. L. Price 

The Measuranent of Economic Value. By David Atkins. (GcI- 
ber Lilientlial, 8an Francisco. Pp. 189. $9.) 

The author is an irrigation engineer who has, one infers, been 
struck by certain analogies between physical and econorni(5 
problems, and he has, with great ingenuity, worked out a theory 
of value and certain inferences regarding money and taxation 
suggested by hydraulic and electrical analogies. Those who wi^?h 
to understand the book may be recommended, perhaps, to read 
first Chapter X. If the reader begins with the earlier chapters 
he will find it very difficult to grasp what the author is driving at. 

^ Cf. No. 2, p. 168, otc. 
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It is difficult to paraphrase a writer who uses words in his own 
way and makes definitions different from those previously accepted, 
but one may attempt a general description of the author’s main 
principle by saying that he wants to get away from either a pliysical 
or a monetary conception of wealth by expou ruling a conception 
not so general as “ welfare,” but which might be described as 
effective control over material forces. These arc not his own 
words. He prefers to use the word value ” in his own sense, 
defining it as the ratio of effort to resistance. His knowledge 
of hydraulic and electrical engineering leads him to see that there 
is a useful analogy in the idea of “ resistance.” Capital, money, 
organised government and society are conceived as things which 
diminish the resistance of Nature to man’s effort to control it. 
Man does not want these things for ( heir own sake, but as means 
to an end — i.e. power to do what he wants ; neither the material 
capital nor the money are anything but means towards the attain- 
ment of power. The effective power of a community may not 
necessarily be proportionate to the quantity of useful material 
objects, or their money value. The degree of proximity of people 
to one another is an important factor. Pi*rhaf)s in the western 
regions of America this fact has been thrust upon the author’s 
notice in a degree not so fully appreciated in this country. 

'With a great deal of what is said one may agree. It is more 
questionable whether' one can agree with the author’s inferences 
ns to taxation and monetary poli(?y. Me thinks that his “ value,” 
tliough not directly measurable, is indirectly measured by aggre- 
gate land value. The increasing effective power which results 
from the aggregation of ]3Cople together is reflected in ground 
values, and he regards the aggregate of ground value as the quan- 
tity which should determine what ought to be the quantity of 
money. His principal argument, however, in support of the 
usefulness of the ground value aggregate is derived from an 
estimate made by Dr. King, Professor Friday and the Institute 
for Research in Land Economics and Public Utilities, showing, 
from 1870 to 1920, a very steady ratio of aggregate land value 
to aggregate total wealth (from 35 per cent, to 40 per cent.). 
The aggregate of land value must bo more difficult to determine, 
and it would seem to be easier to use the aggregate wealth total 
in so far as it may be desired to have a magnitude for comparison 
from year to year. 

The author desires, however, to determine the amount of 
money by means of land values. On p. 177 he sets out the pro- 
f)osal, “ To avoid any confiscation of titles that are at present 
honoured it is proposed to determine as accurately as possible. 
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in t('niis; of the present dollar, the value ol the total holdings 
of land area, in the United States, on the basis of ground rent 
capitalised, and then calculate Avhat number of square feet of 
})resent average population -density is equivalent in value to one 
dollar. 33i( nc('forward it is proposed to permit any landowner 
who has })repaid his taxes on the basis outlined above to lodge 
Avith a suitabh' government agency a negotiable deed of trust to 
his land, accompanietl by his receipted tax bill, and rec('ive an 
equivalent number of dollars, less a charge for seigniorage. . . . 
These certificates of value to be made legal tender, and to be 
issued for a period not exceeding that covered by the accom- 
panying tax receijit, but to be renewable on demand by the pre- 
payment of additional seigniorage and taxation for any subsequent 
tax piaiod, taking into account such modifications of population- 
density as may be shown by the records at the time of renewal.” 

The quantity of money once determined is to remain fixed 
excepting so far as i)opulation-den.sity increases or decreases — 
which it will do in varying degrees in different areas. The 
necessity to pay taxes would compel landowners to obtain the 
proposed monetary “ deeds,” and the rate of interest offeretl 
for their use would regulate the quantity put into circulation. 

There is, apjiarently, nothing to i)revcnt bankers from using 
such legal tender money as a basis for credit, and though the 
autlior gives his “ answers ” to a great many “ objections,” 
it is not clear how the vast reservoir of possible legal tender money 
w'ould not be likely to produce a great inflation of jirices. The 
whole scheme strikes one as ingenious rather than practicable, 
and the author does not go very deeply into the modus opemudi 
of it. The landowner is to pay all the taxes, but ho is to have 
the privilege of getting, in addition to his ground rents, the 
])ossibility of obtaining interest on a sum equal to the value as 
determined in the base year. There might bo such a flood of 
money that i)rices Avould rise, and the ground rents also, in time, 
but the amount of legal-tender money obtainable would not rise, 
except so far as statistics of population-density in artificially 
determined areas permitted it, in accordance wnth the scheme. 
The actual ground values might become very widely different 
from those determined for this monetary purpose. The author 
does not give any convincing demonstration that the quantity 
of legal-tender money Avhich is wanted to keep prices something 
like stable at the original level is equal to the aggregate of land 
values. It is to be feared there would be a tremendous inflation 
of prices if the scheme were adopted. C. F. Bickerdike 
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Diminishing Returns hi Agriculture. By F. Lester Patton, 

Ph.D. (New York : Columbia University Press. 1926. 

Pp. 100. 65.) 

Tins is the second American work of recent appearance aiming 
at an exposition of the law of “ Diminishing Increment ” or of 
“ Physiological Relations ” — the term varies with the nationality 
of its users. In the present study, although the work of the 
German writers, Mitschcrlich and Lang, is referred to, the mathe- 
matical aspects of the subject are not stressed ; indeed, its author 
specifically states that his essay is not intended to provide a 
theoretical discussion of the subject, but aims at an analysis of 
its practical aspects. For the purpose of this revujw, h(i ranges 
from man’s muscuiliir output, via the rate of growth of animals 
and the efiiciency of machinery, to the more ordinary agricultural 
operations. All Ukj accompanying Tables are of considerable 
interest, although Phy.siologists might perhaps make chronological 
reservations regarding the speed-load ratio in the case of human 
beings, and engineers would certainly call for inclusion of certain 
other variables disregarded in the analysis of internal combustion 
engine efficiency. Whilst in general the conclusions arrived at 
are orthodox, those readers who arc acquainted with farming 
conditions in the Old World will find difficulty in accc[)ting 
certain of Dr. Patton’s conclusions drawn from data relating 
exclusively to the United States. For instance, such Tables as 
those which illustrate the effects of repeated tillage operations, 
and particularly the cost of production of an acre or of a bushel 
of wheat, are based upon figures — themselves often assumed — 
which bear no resemblance to any corresponding English statistics. 
Since seed must normally be sown at a rate of two bushels to the 
acre, yields of from one to four buslnds can clearly be shown to 
be unremunerative, and average money returns proved to increase 
up to a level of ten or twelve bushels in a scale which terminates 
at sixteen when variable costs are arbitrarily allocated. In the 
opinion of the author, marginal ])hysical returns throughout 
conform to the law he is discussing, and it is due to a general 
“ failure to distinguish between [them] and total money profits ” 
that leads him, in a chapter entitled “ Anticlinal Profits in Agri- 
culture,” to elaborate this argument with considerable success. 
Again, however, it is impossible wholly to endorse such assertions 
as the following : “. . . rather than take such reduced yields, 
the small cultivator in England devotes most of his land to 
pasture ” ; even if correctly stated, this phenomenon could not 
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bo attributed to the single cause assigned to it by Dr. Patton. 
Further, is it absolutely certain that diminishing returns (due to 
progressive inefficiency in management as the unit of size increases) 
represent an important factor in the Westerly movement of the 
small undertaking in the United States 1 Has not general 
economic, social and financial pressure played an overwhelming 
part in this development ? A very familiar subject to English 
readers is discussed in the final chapter, where the title “ Secular 
Diminishing Returns in Agriculture ” affords opportunity for 
tracing the poi)ulation versus food supply controversy of the 
past hundred and twenty years. Tliose who were present at the 
last meeting of the British Association will find familiar arguments 
introduced with clarity and illustrated from unexpected sources, 
but the historical background is not .strengthened by the sweeping 
statement made upon p. 70, that “ the Berlin and Milan decrees 
had become sufficiently effective ... to stop the importation 
of Eurojiean grain.” Relying upon American authorities. Dr. 
Patton has reassuring views as to the future expansion of wheat 
I)roduction, but he also holds that the “ cereal stage ” of civi- 
lisation is nearing its end. There is no reference to the man-land 
ratio in general, and one would have welcomed his opinion upon 
the figure of 2-5 acres recently under discussion hero. 

The book is thoroughly to be recommended ; it is well con- 
ceived, written in a })lcasing manner, and, with the exception of 
misprints on pp. 62 and 63, excellently produced. Its arguments 
are temperate, and its author is always ready to listen to the 
opinions of those with whom he is at variance ; for a subject in 
which there is a paucity of statistical evidence, and where, there- 
fore, precision is difficult of attainment, these arc valuable assets. 

J. A. Venn 


Horizontal uiul Verlikal im Wandel dvr lelzkn Jahrzehnte. Von 
Du. IM.anuel Saitzew, Ziirich. Kieler Vortriige, No. 11). 
(Jena : Fischer. 1927. Pj). 36.) 

Dn. Saitzew has in this lecture made a contribution to the 
descriptive classification of industrial combinations, and also to 
the analysis of concepts. He denies the definition of Trust to 
the vertical fusions, since he bases the concepts of Trust or Cartel 
on monopolist purpose. In his classification he uses the method 
of co-ordinate axes in order to relate to each other the three 
“ Moments ” of Instrument (Agreement, Fusion, or Holding 
Company), Direction (Vertical, Horizontal, or Mixed) and Motive 
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(Monopoly, Rationalisation, Evening of Risk, Secrecy, and so 
forth). Thus Cartel-point is given by horizontal agn'cnient with 
monopolist motive ; if the motive is rationalisation, the struct ure 
is an ArheitsgemehwchafL There is more than one Trust-point or 
Concern-point. By this method he must be allowed to hav(^ done 
something to “ rationalise ” the argument respecting “ Ration- 
alisation.” Ilis diagrams deserve the attention of teachers 
especially. In conclusion, ho considers which striictur(\s have 
])een typical of Gorman evolution before, during, and aftc'r the 
war. The pre-war Cartel gave way, in the special imnu‘diate 
])ost-war conditions, to the Concerns, based not so imieh on 
economy as on a form of defensive activity. But the horizontal 
method has reasserted itself, and 'JVusts have a])pear(‘d, larg(‘ly 
iidhu'iieed by the new concept of Rationalisation. 8o much is 
said in so short a space that this monograph will at once take its 
])lace in the literature of the .subject. 

I). H. i\lAC(nU‘:GOR 

Politique at tMorkf^ mona(a{re.<f aiiglaises (Vapres-guerra. By 
Jean-Piekre Lazarj). Preface by M. Chaiu.es Rist. 
(Paris : Societe aiionyme de Recueil Sirey. 1920. P[). viii 
-I- 125.) 

Thus ])leasing little book by Jean- Pierre Lazard, a young 
Fr(‘neh student, who uidiap])ily did not long survive the writing 
of it, does not profess to do more than present to French readers 
the fruits of contemporary English wisdom, })ractical and 
theoretical. The first part contains a short synoj)sis of momdary 
policy from the Armistice to Mr. ChurchilFs first budget. Tlu^ 
clc'gancc and simplicity of this narratives must be the envy of 
maturer English authors. Still more striking and valuable is 
the second part, in which M. Lazard retains his lucidity even 
while unfolding the subtle thoughts f)f Mr. llawtrey. d’he only 
novelty of matter is a monetary formula, “ exposee par Keyne^s 
(dans son cours),” (p. 84). liut a review' of M. hazard’s book is 
not the proper place to comment on this new and intere.sting 
piece of mechanism. M. Lazard show's a thorough acfpiaintance 
with the wTiters w hose views he expounds. Most English readers 
of his work will wish for it a wide circulation in hVance. 

R. F. Harroi) 

Christ Church, 

Oxford. 
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La Stabilisation monetaire en Belgique. By Louts Franck. 
(Paris : Payot. 1927. Pp. 124.) 

M. Franck, as governor of the National Bank of Belgium, 
was in a good position to know and to shape the course of events 
connected with the stabilisation of the Belgian franc. He has 
written an excellent account of it. He includes in his survey a 
d(^scription of the abortive attempt at stabilisation undertaken 
late in 1925. M. Franck was at that time a keen member of the 
liberal opposition in parliament, and he combatted the financial 
policy of the (Government in a spirited manner. The early 
chapters of this book are enlivened by extracts from j^arliamentary 
debates. M. Franck’s main contention was that stabilisation was 
premature so long as no attempt had been made to deal with the 
floating debt. He proceeds to a clear and straightforward history 
of the later, more successful effort. There is an exceedingly 
interesting chapter on the “ industrialisation ” of the Belgian 
railways. There are good discussions on the new rate of the franc, 
the price level in Belgium and the clause allowing the bank to 
hold 25 per cent, of its legal reserves in the form of foreign bills. 
Not all readers will agree that the intrusion of a new word, belga, 
into our financial vocabulary was essential to Belgian recovery. 

R. F. Harrod 

Christ Churchy 
Oxford. 


In/lnenze Monetorie sulla Distribuzione delle Ricchezze. I a 
Jnjlazione. By Bruno FoA. (Milano ; Albrighi, Segati 
& Co. Pp. 140.) 

Out of the 146 ])ages of this book, not less tlian 100 in all are 
devoted to a survey of the already familiar problems of the 
monetary causes and phenomena of inflation. In these pages 
Signor Foa proves that he possesses an acute and well-balanced 
mind, and that he is familiar with foreign as well as Italian 
authorities on currency questions. 

In the remaining 40 odd pages he has only left himself space 
to touch the fringes of what the title would lead the reader to 
expect was the main theme of the book — the effects of inflation 
upon the distribution of wealth. Here his treatment, though 
suggestive in places, is too slight to have much value. We could 
well have dispensed with the whole of the theoretical part of 
this book if. in return, we could have been given even a little 
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first-hand investigation into the manner and extent of the transfer 
of wealth from one class to another during different stages of 
inflation. 

C. \V. Gutllebaui) 

St. John's Collcje, 

Cambridge. 

Investments Abroad. By A. Emil Davies. (A. \V. Sliiw Com- 
pany. Pp. vii + 200.) 

This small volume has presumably lieen produced for tlie 
information of American investors, who, it is staled in the Preface, 
“ may perliaps learn something from these pages, which embody 
some of the lessons culled from London’s (‘xperience as an inter- 
national market.” It is therefore designed to serve a specifically 
utilitarian aim, and its interest for the economist is incidtuital. 

The first of the fifteen chapters, headed “The Growl h of 
Fori'ign Investments Throughout the Workl,” seeks f.o deal with 
this portentous topic in ten pages, and is in cons(‘f[uenc*c un- 
balanced and inadequate. For this reason it might well have been 
amalgamated with a still shorter chapter lujaded “ The Trend 
of Investment.” And even in a work of this kind it is a little 
difficult to understand the relevance of a section devoted to dis- 
cussing the educative value of foreign investment. 

But the remaining chapters serve their pur})oso well, since 
they contain much detailed and descriptive information relating 
to such topics as existing security markets, methods of invest- 
ment, difficultii's resulting from unsymmetrical international 
taxation, and associations designed to protect investors against 
risk. All of these, although done in j^ojiular style, are written 
with profound knowledge, and well siq^porti'd by a conqileb) 
range of examples. Yet the most ca])ablc chapter of th(*sc is 
tliat devoted to Investment Trusts. This displays clearly the 
functions and considerable importance of what has been a typi- 
cally English form of organisation. It is interesting to learn that 
in 1925 approximately £107 m. capital was held by English trusts. 

The book concludes with a chapLa* containing the summarised 
judgment of the author as to the facilities for safe and profitable 
investment offered by investment fudds throughout the world. 
That some of the comments here are dis])roj)ortionate is shown 
by the fact that while detailed ref(Tenc(^ is made to countries 
such as Belgium and Brazil, France is dismissed with the remark, 
“ A better country to spend than to invest money in,” and Persia 
by the one word “ Risky 1 ” 

No. 147. — VOL. xxxvii. 
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Taking the work as a whole, its chief value lies in the fact that 
the author has gathered together into one volume a mass of detailed 
information which is the outcome of many years’ experience 
of market conditions, and therefore authoritative. As such the 
only important point calling for attention is an aj)parent con- 
tradiction on pages 1) and 46 as to the actual amount of America’s 
foreign investments. In any case either of these figures gives 
the general reader the impression that the total of such holdings 
is larg(*r thai\ that indicated by the President of the New York 
Stock Exchange in his recent r(^vi(‘w of the year 1026. 

J. Sykes 

University Colleye, E.vder. 


Die FlnnnzpoUiik nnd das lUuule.ssteuersydem dvr Vereiniyten 
Slnnfen ion Amerikn von 1780 bis 1026. Von Du. IIkmiard 
BiV’Iineu, Privatdozent der Universitiit zu Breslau. (Jena, 
Fischer, 1026. Pj). xvii | 471.) 

Tills is the tJiird number in the series of FinanzwlsscnsvhafiUche 
nnd volkswirlhschafUiche Slndien, edited by Professor Karl 
Bniuer of the Institute for Fiscal Science at the Universitv of 
Breslau. The studios have thus far dealt with American to])i(^s, 
and in this number Dr. Buchner devotes a ])ortly volume to the 
history and description of the fiscal polic^^ of the United States. 

J’he primary service of the book is to present to the Furopean 
reader a picture which in its totality cannot be found in any 
otiicr single work, American or fonagn. The author, it is true, 
was at a disadvantage in not being able to consult at first hand some 
of the more important ofiieial sources like the committee reports, 
which play so great a role in American history ; but this disadvan- 
tage is not perceptible in the more recent pm’iod, where Dr. 
Iliichner has fjcen able io avail himself of must of tlui siguilicant 
documentary material. 

The study is accurate and thorough, and discloses a familiarity 
with the scientific literature of the leading authorities, espcHually 
during the past few decades. Dr. Biichner also manifests great 
skill in selecting the really outstanding issues, and in preserving 
a detached and thoroughly scientific attitude. Where there is 
so much that is admirable, it seems almost migrainous to call 
attention to the weaknesses of the book, which, be it said at once, 
are those of omission rather than commission. 

In the first place, no attention is paid to the rich controversial 
literature. In the United States, perhaps more than in any other 
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country, economic and fiscal problems have been treated in detail 
in numberless j)amphlets and Jimnographs. In our own library 
wo should estimate that there are at least two or three thousand 
monographs wliieh deal with the fiscal history of the United 
States, none of wliieh has been utilised by the author ; and which 
would have shed brilliant light on not a few of the darker jioints. 
It shows the difficulty of discussing with complete success the 
economic problems of a foreign country without conducting 
researches on the spot. Inasmuch as all this material still awaits 
a future investigator, we must jicrhaps not complain tliat it has 
been unutilised liy Dr. Ibichner. 

Fn the second place, we should note as a. (hdect tlie failure 
to give an adequate disiaission of the real acliii'veinents as well as 
shortcomings of the leading seerr tariev of tJie Treasniy. In the 
r*ase of Jlamillon we find no (tritical (‘sfiinate of liis accomplish- 
ments. The I'cal conf ributions of (lall.itin are not clf’arly set fortli, 
and espedally the noteworthy work aecom[)lished by Dallas is not 
(‘inphasisod. Above all, the essential incapaeity of Chase in 
the ( Ivil War jieriod is not disclosed, and tlu' weakn(‘ss(‘s of MijAdoo 
in the Croat War are sIuitihI over. Inasmuch as few as these 
])oints, with the possible exccj>tion of Hamilton, arc discussed, 
or scarc(^ly more than mentioned, in the American literature 
itself, this shortcoming in Dr. Buchner’s work is not surprising; 
but it is none the less regrettable. 

Finally, it may be pointed out that in the historical survey 
almost no attention is jiaid to tho subject of the imblic domain, 
in its fiscal and general political significance. 

These criticisms, however, simply show that we must not 
expect to find in Dr. Biichnor’s work a contribution of epoch- 
making importance. What we do find is a comprclKuisive 
survey — the only one of its kind — which will not only hi' of the 
utmost value to all Kuropeans, but which will also bo of considcr- 
a])l(i st'i'vice to American stialcnis who desire to si^cure a presenta- 
tion, es])ccially of tlic recent development, wliii h is at once more 
detailed, more many-sided and more well-balanced than anything 
that is to bo found in their own literature. If 1 )r. Biichner is to be 
criticised for not having written a definitive or classic work, he 
ivS at least to be congratulated on having accom])lis]ied a work- 
manlike job in a thoroughly scientific and interesting manner. 

Kdwin R. a. Sklioman 
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The Romance of the Cotton Industry in England. By L. S. Wood 
and A. Wilmore. (Oxford University Press. 1927. Pp. 
XV + 288. 55. net.) 

The aim of this book is to depict the cotton industry in its 
sctti!ig as part of the history of England. Consequently, it con- 
tains much more than an account of the development of the 
industry, in fact some parts of the book, even when the aim of the 
authors is allowed for, almost appear to border on irrelevancy. 

33ie chapter on tlie geographical setting of the cotton industry 
is tlie best ; the others contain little that has not been said beforij. 
Tlie general readtT, for whom the book is intended, will doubtless 
find it interesting, especially as it is so written that he will be 
able easily to absorb the information it contains. Not the least 
valuable part of the book are 04 illustrations and maps. 

G. W. Daniels 

The University, Manchester. 

Electrical Power and National Progress. By Hugh Quigley 
(George Allen and Unwin, 102(). Pp. 1.^)0). 

The Electrical Industry in Germany. (Published by the British 
Electrical and Allied Manufacturers’ Association. Pp. 152. 

105 . U.) 

The search for parallels is always an intriguing pastime, and 
there is strong ground for believing that Mr. Quigley looks to the 
development of electric power to rescue us from our present 
troubles, just as the development of steam power rescued us from 
the depression following the Napoleonic wars. He is not the only 
authority to cherish this hope, and unlike others ho is not content 
with a pious hope of this character, but recognises that if it is to 
be translated into reality, we must subject to a critical examina- 
tion all known data relating to electric power and use our con- 
clusions to judge all schemes put forward. This, in brief, is the 
underlying purpose of his book. 

Electric power development is by no means the simple thing 
that many people imagine. It seems easy to select a site next 
door to a coal mine, to build the station and install the dynamos, 
and then to invite the industrial world to come along and buy 
jiower. Power, however, is ju.st like any other commodity; 
it must be sold at a price which will be palatable to buyer and 
seller alike, and it is around this question of price that the major 
])art of Mr. Quigley’s examination rightly turns. 

Price depends upon many intricate factors, and the size of th(^ 
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power-station is only one of them. The cost of erecting and 
maintaining transmission lines must be considered, while an 
all-important point is the size and constancy of the load factor. 
A power-station can only succeed if it is being used day in and day 
out at its full capacity, and once this fact is realised, it follows 
that the large power-station will not necessarily be the cheapest. 
^Ir. Quigley looks for his solution more to a policy of inter- 
connecting stations, with a view to spreading the existing — and 
often spasmodic — demand, and replacing alternate gluts and 
shortages by an even demand on all stations in the net. 

With the purely technical aspects of the question we arc not 
equipped to deal, but in these days of ‘‘ super-power ” selKunes 
we congratulate Mr. Quigley on performing a notable service in 
stressing the economic side of the problem. At the same time, 
it is only fair to the advocates of .such schemes to say that electric 
power is being used extensively and with marked success in other 
countries, and that there is no fundamental reason why wc should 
not go and do likewise. The Beama’s publication on the German 
Electrical industry contains a mass of information, and though the 
Beama will not claim to be infallible upon purely financial and 
economic questions, its account of electrical development in 
G(‘rmany is extremely valuable. Its conclusions, of course, are 
op(ai to doubt, and in weighing them up it is necessary to realise 
that it is considering such matters as the Dawes scheme from the 
s penalised standpoint of the British manufacturer, rather than 
from the more general standpoint of the British nation. As a 
fair representation, however, of the British manufacturers’ views 
upon eurrent economic problems, the book is not without interest, 
while the purely electrical sections arc most valuable. 

Whatever its future, electricity is one of the most important 
questions of the present day. We could do with some more books 
like the two discussed above. Norman ChiUMi* 


Der Mitteldeut^che Industriebezirk. By Dr. Johannes Muller. 

(Jena : Gu.stav Fischer. 1927. Pp. 86. 4 M.) 

Tins is an essay of the kind that used to serve German students 
of political economy as a Seminar exercise, or as a dissertation 
when going up for the doctor examination. It is clearly the 
result of very considerable, though by no means exhaustive, 
research. The economic area here defined takes in almost 
the whole of Saxony and Thuringia, which arc practically homo- 
geneous in language and customs, together with adjacent 
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relatix oly small j)ortions of Prussia and Bavaria, and contains a 
large system of brown coal mines, with important porcelain 
and glass, mineral, metal and machine, textile and clothing, 
ehemieal, paper, leather, wood and toy, musical instrument, 
f(^o(l, and minor industries. The author shows that this district, 
when measured by the number of its factory workers of all kinds 
(for th(> lai'ge house industries are arbitrarily excluded), is the 
largest industrial “ complex ” in Cermany, for it employs 1,400,000 
such workers, eom])ared with 1,300,000 in the Ruhr district, 
(500. 000 in the Main and Ncekar district (which jwcsumably 
w'oulfl include Mannheim), and r>00,000 in Greater Berlin. Allow- 
ing, liowever, for incompleteness in the official statistics cpioted, 
he concludes that there live within the geographical limits named 
nearly one and thn'c-quartcr millions of industrial work-])eople 
who “ belong together and form a unity.” 

'rijc greater part of the essay is devoted to a detailed con- 
sidiTation of th(' local incidence of the industries, their dimensions 
and prodm ts, and the sjxMu'al conditions of 2R‘odu(5tion affecting 
tiicin, yet without any attempt to trace their historical develop- 
ment, which might' have been deei))y interesting, since sonny 
of till' indust rii's have a. long ancestry. The outstanding and most 
attractive cliaracteristic of this Gcntral German industrial area 
is Mk' fact that it is a region of undertakings of medium and 
small size, the colliery and ehemieal industries being as yet the 
only marked ('xee2)tions, though thi'ie is a steady movement in 
the direction of larger units. The small undertakings remain 
.still in till* hands of private individuals far more tliari is the ca.se 
with the large initustries of Western Pru.ssia, an arrangement 
attended by advantages as W'ell as d i.sad vantages ; for while 
laivato undertakings depend more than company \indertakings 
iipoji year-to-year results, and cannot so easily face a sequence 
of adverse balanei'-shcets, the relation hidween employer and 
miqdoyi'd in the former ca.se is apt to be more direct, personal and 
human. 

One or two criticisms must be made. The author’s principal 
defect is liis habit of stating pr()i)ositions and then leaving them 
without following further his line of argument. All through ho 
seems to take it for granted that the recognition of Central 
Germany as a “ closed ” and unihod industrial area is bound to be 
advantageous, but nowhere does he say why, or what results 
would follow . All he tells us in a linal “ summing up ” page is 
that tlie liuhr region has too long been regarded as the heart of 
Gi'nnan eeunomie life, that a closer rapport between Saxony 
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and tho rest of Central Germany is desirable, and that the indus- 
trial conditions of this area call for more detailed investigation. 
It is a pity that ho lias not given a more practical turn to his 
incpiirics. One would have liked him to face seriously the question 
whether it is good policy to sectionalise national economy in tlie 
way he suggests. AVould it not tend to create unfriendly rivalry 
between industries and even whole communities, and U'.ad to 
clamour for some sort of local protection such as existed all 
over Germany a century ago, with the consequent weakening 
of the realm ? We are told in one place that the industries of 
Central Germany already suifer far more from seasonal oscillations 
than the industries of the Rhineland and West])halia, and have 
more bad years than good. The writer attributes this to climatic 
conditions, the rajiid changes of fashion, and the limitation of 
sales to a relatively small eirele of consumers. But if the facts 
are as stated, is not tlie remedy to be found in abandoning tho 
iflea of creating self-contained industrial districts, whether in 
the cc'iitral or any other jiart of Germany I 

It is a minor fault that, like many oth(*r German writers, 
Muller insists on coining new words of his own. Thus he talks 
of “full industries” (VoUimhfsIrieen), by which ho means in- 
dustries covering tho entire process of production from raw 
material to linished article. The phrase is almost as unhappy as 
that invention of German official statisticians, “ full workman ” 
(Vollarhcifer), meaning not a workman who has dined inordinately 
well, but one who does a full week’s work of a given numiier of 
hours. Wo arc also told that the Rhenish-Westphalian district 
is “ roluslofforientiert,’' meaning that its industi ial bias is towards 
primary production. It might be well if Germany set up some 
sort of xVeadomy witli a view to cheeking such violations of literary 
taste. W. If. Dawson 


Contributions to (he Economic and Eocial History of Sweden daring 
and after the World War. Ed. by Eli E. Keckscher (Stock- 
holm : Norstedt. 1926. 2 vols. Pp. 305 ‘h)4.) 

These two volumes give an account of Sweden’s economic 
and social life after 1914. They have so far been published only 
in Swedish, but a slightly shorteneil edition is to appear in the 
Carnegie Endowment Series, “ The Economic and Social History 
of the World War.” Anyone familiar with that series knows 
that it contains or will contain material concerning all significant 
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sides of the war in its economic aspects. It is inevitable, there- 
fore, that most of the volumes deal in detail with particular 
questions, Cotton Control, Shipping Control, etc., and conse- 
quently, arc of interest chiefly to the specialist. 

Tn this respect the volumes dealing with the small neutral 
countries are at an advantage. They present much more of a 
bird’s-eye view of e(‘onomic life as it was afTected by the war, and 
therefore warrant the attention also of economists who cannot 
give a considerable part of their time to the study of the economic 
history of the last decade. 

It is also notewoi’tby that the economic effects of certain 
disturbances coniR‘cted with the war are probably so(m more 
clearly in neutral countries where the war itself, i.e. the military 
measures, did not exercise such a dominating influence as in the 
belligerent countries. 

The editor of this book about Sweden, Professor Ilecksclu'r, 
contributes an introdiudory survey of the whole period aftiT 
lt)14. Several [)roblcins of more general (diaraetcr are raised, e.f/. 
the implications of Planwirtschaft,” its merits atid disadvantag('s 
as compared to an economic organisation of society along more 
private-capitalistic lines. 

The second section contains an account of the food j)roblem, 
written by Mr. Carl Mannerfelt. Owing to the restriction of 
imports caused by the Allied “ blockade,” Sweden had great 
difllcultics in procuring sutlicient food of various kinds. Th(‘ 
rationing was severe, at one time much more so than in Germany. 
Naturally, there arose several problems of food distribution and 
])roduction, which v. tTC made very difficult Ivccause of the fixing of 
“ maximal ” prices on the most important products. 

Mr. Olof Edstrom in an interesting narrative analyses the 
numerous problems which arose in the manufacturing industries. 
His chapter head-lines are : The conditions of production before 
the war ; The main aspects of the industrial position during the 
war; d'he aims of the 8tatc policy and how they were carried 
out; The supply of raw materials; The volume of production 
during and after the war; The price development. 

The last section of the first volume describes social conditions 
and social policy up to 1025. Mr. Olof Ekblom surveys the labour 
market and the wage level, Mr. Otto Jarte and Mr. Pabian von 
Koch the unemployment policy, and Mr. K. G. Tham the housing 
market and its regulation. 

Swedish unemployment policy differed — and still differs— 
considerably from that of most other countries which followed 
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the linea of unemployment insurance. The brief account of the 
Swedish system and its working should, therefore, be helpful 
to all economists who arc interested in the unemployment problem. 

To students of price theory the long experiment with fixed 
or regulated rents — a suspension of the ordinary mechanism of 
pricing — offers some interesting material. 

The last volume contains only two investigations : “ Money 
System and Monetary Policy, 1914-25,” by the editor, and 
“ The Policy of Trade and Sea Transport during the AVorld War,” 
by Mr. Kurt Berg(uulal. Of these the former is most noteworthy. 
In fact, Sweden’s experiences during and after the war throw 
light on some of the most discussed cpiestions in monetary and 
international trade theory, e.g. the influence of increases in freight 
rates on relative price levels and foreign exchanges, the effects 
of an increased demand for a country's export goods, and many 
others. 

It would carry me altogether too far to enter upon a review 
of Pi’ofessor Hcckscher’s results. Let it be said, however, that 
ho follows classical lines in his analysis of the foreign exchange 
theory and is a firm opponent of the purchasing ])ower parity 
theory. At one time the sttM’Ung exchange in Stockholm was 
only one half of what it ought to have been according to that 
theory. In his discussion of discount policy and his criticism 
of the Bank of Sweden he is on the whole in accord with Cassel 
and Wicksell. 

Through his analysis of the relation between the foreign ex- 
changes, the various price levels, and all factors reacting thereupon, 
H(H^kscher has made a contribution to our knowledge of the 
mechanism of international trade which no student of these 
questions can afford to neglect. 

Behtfl Gulin 

Co j 'C // hngen Uni versiiy. 

La Belgique Ile.stauree. Etude Sociologique publico sous la 
direction de Ernest Mahaim (Bruxelles : Maurice Lamcr- 
tine, Editeur, 1926.) 

For some years after the Great War ended, “ Reconstruction ” 
was a favourite word in Britain. First, we had a Reconstruction 
Committee (appointed by the Prime Minister in 1917), and then a 
Reconstruction Ministry. Then, reconstruction just seemed to 
happen, slowly, and upon lines that were largely independent of 
the “ best-laid schemes of mice and men.” In the volume 
edited by Professor Mahaim we have a valuable record of the 
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fcjtcps taken by the Government and by private individuals, in 
Belgium, to restore the country to normality after the long war 
period. It consists of nearly 700 closely printed pages, in which 
the subject is reviewed under nine heads, viz. the Population, the 
Devastated Areas, Agriculture, Industry, Commerce, the Condition 
of the Workers, Finance, National Wealth, and the Belgian 
Congo; and there is a final chapter, contributed by Professor 
Mahaiin, in which a summary is given of the main facts emerging 
from the preceding sections. 

The book will find a ])lace among important historical records, 
althoiigli the number of readers, at any rate in countries outside 
Belgium, will not be lai'ge, since it deals w4th the subject in greater 
detail than the average reader demands. It was completed in 
July PJ25, but a protracted printers’ strike delayed its publication 
till about a year later. 

4’he post-war recovery of Belgium is an achievement of which 
her people are rightly proud, though, as Professor Mahaim 
reminds us, the proporiioii of industry and agriculture which had 
been completely put out of action by the war was much less than 
the “ man in the street ” imagined. Natui ally, bis attention was 
concentrated on the damage done rather than on the extent of 
the areas which had practically escaped scot-free. 

As elsewlicre, the trade boom following the Armistice, and th(' 
psychological atmosphere of the period, enabled the workers 
materially to improve their condition. Not only are their real 
wages now higher than before tlic war, but they have obtained 
other advantages, such as the eight-hours day, old age pensions, 
an improved status for trade unions, unemploynnmt insurance, 
and so forth. Moreover, the introduction of universal sulTrage 
at tw^enty-onc and the abolition of the plural vote have materially 
strengthened their political position in the State. On the other 
hand, a large section of the middle classes, notably the renti(T class, 
has become poorer; since in this group the imposition of fresh 
taxation, including (for the first time) an income tax, has markedly 
low’orcd real incomes, already seriously alTeeted by the depreciation 
of the franc. 

With unimportant exceptions, Belgian industry has been 
restored to its pre-war prosperity. The 1,250 miles of maiTi 
railway which had been totally or partially destroyed were in 
working order by the end of 1919. Two-thirds of the light 
railways, which play so important a part in the social economy of 
Belgium, had been destroyed or damaged, but all these were 
functioning again before 1922. Export markets have been 
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recaptured, and the port of Antwerp is flourishing, and occupies 
her old place among the great ports of the world. 

It would be impossible in a short review to give, even iu bare 
outline, an account of the steps taken to bring about the recon- 
struction of Belgium ; but Professor Mahaiin points out that, at 
first, when the work was left to private initiative, it went on 
slowly, but when the State stepped in to help, progress was much 
more rapid. The Government recognised that it was dealing with 
unprecedented conditions, and it was not afraid iininediatc'ly 
to try new methods, and to change tluirn quickly if they proved 
ineffective. Yet, the writer warns us against exaggerating the 
part played by the State, since the essential foundation of the 
restoration of the country has been the work of individuals.” 

Taken altogether, the book is a fine piece of work, worthy of 
the men W'ho have contributed the individual chapters, and of its 
distinguished editor. 

B. Seejjojim Rowntuee 


The Anatomy of Afriaui Misery. By Lord Oi.tvier. (Hogarth 
Pr(;ss. ihS. net.) 

The task of reviewing a book whicJi is at once so right and so 
wrong as this study by Lord Olivier of the social economy of 
South Africa is one of peculiar difficulty. The difficulty is in- 
creased by the fact that it is so much easier to indicate what is 
riglit ill the book than to explain — especially to those who do 
not know' South Africa — what is wrong. Its analysis of the social 
and economic causes wdiich have brought South Africa to wdiat is 
perhaps, the crisis of its history is a piece of masterly etching 
(“ etching ” is the right word here, as those wlio catch the tone 
of the book will feel). In one sure, swift sentence. Lord Olivier 
gives the substance of the whole picture : 

“ Capitalist industrialisation was the principal agent in con- 
verting the black man from a common convenience into a possible 
competitor of the white ; whereas in the old, characteristic South 
African economy he was only his humble servant and helper, and, 
whether he was fairly dealt with or not, ho did not compete.” 
It is true, beyond any doubt, that fear of the economic competi- 
tion of the Bantu and of its possible effects upon the settled order 
of the white man’s life in the future is a major determinant of 
opinion and policy in South Africa to-day. It is also true that 
what the author calls “ capitalist industrialisation ” has produced 
the conditions out of which the fear arises. Under the simple 
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conditions of pastoral farming on a subsistence basis, which 
prevailed over the greater part of the country before the dis- 
covery of minerals in the interior, and the institution of large- 
scale plantation production on the sugar-lands of Natal, there 
were no black wage-earners to threaten the civilised standards 
of a white worker. And the white wage-earners were themselves 
few. 

Now the clash is everywhere occurring, and upon South 
Africa's handling of the conditions which produce it will depend 
much more than its own future. For the situation is ominously 
typical of that which the world at large must sooner or later 
have to face. What is to be the adjustment of the economic, 
system upon which “ white ’* Western civilisation rests to the 
millions of primitive workers of coloured races, who are now beifig 
brought within its orbit ? The fond delusions, still entertained 
in some quarters in South Africa under the name “ Segregation,” 
that the native can be brought into the white man’s economic 
system for productive purposes and excluded from all relation to 
it for social purposes, is steadily disapjx'aring. It is the cc'rtainty 
that profound social reactions must ensue, esjDecially where white 
and black live in close contiguity, that accounts both for the 
present groping perplexity and confusion of South African opinion, 
and for the incalculable significance of the South African exjx'ri- 
ment for the world at large. History and geography have com- 
bined to render the Union a specially equipped human laboratory 
for experiment upon the most bewildering and perhaps most 
momentous social-economic problem of our time. 

That being so, South Africa cannot complain if vshe and her 
doings arc subiected to close scrutiny by an outside world that 
has a vital interest in the issue. What she has a right to demand 
is that the scrutiny shall be inspired by a desire on the part of 
critics to be both well-informed and sympathetic. Lord Olivder 
satisfies the first condition much more convincingly than ho does 
the second. He show\s how a large class of wage-earning nativf' 
workers has been called into being by the application of large- 
scale methods of production in the development of South African 
resources; how workers of that class continue to live on a low 
standard; how the skilled white worker derives a sort of rent 
from the relative under-payment of the unskilled black labourer ; 
how the result is to produce a wage-scale with no middle as it 
were, having the £1 a day of the skilled artisan at one end and the 
35. 6d. or 45. a day of the unskilled native at the other ; how the 
great army of “ poor whites ” is constantly being recruited from 
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those who cannot hope to earn the £1 of the skilled man and yet 
scorn to work for the 4^. of the Kafir along with Kafirs ; how 
a Labour Party arises which is more concerned to defend the 
privileged position of the white man by colour bars and pro- 
hibitions than to stimulate in every possible way such a rise in 
the Kafir standard of living as would help to close the disastrous 
gap; how an agrarian system, resting also on coloured labour, 
and deriving from simpler economic conditions when land was 
plentiful and the product demanded from it no more than was 
needed for subsistence, has encouraged the growth of a large 
class of rural “ poor whites ” who now tend to crowd into the 
towns to swell still further those lower ranks of labour which 
the Kaffir is more and more entering. 

These, and the other characteristic results of the factors at 
work, Lord Olivier etches out with mordant but true precision. 

Of the factors themselves he also shows just understanding 
up to a point. Thus he understands and makes allowance for the 
traditional attitude of the pioneering Boer, to whom the Kafir 
was always either an enemy or a s(‘rvant, never to bo thought 
of as a fellow-citizen. The modification of that attitude to 
meet the conditions of a world of great mines and factories and 
trade unions and wage-boards is a process that must take time. 

He understands also, though he subjects to much more caustic 
treatment, the motives of a Labour Party striving sincerely, if 
sometimes niLstakenly, to keep standards and emoluments of 
labour white.” 

Yet with all this understanding, both of the economic process 
itself, and of tlie ])sychological factors which determine South 
Africa’s present attitude towards its consequences, he has written 
a book which is far more likely to irritate tlian to instruct just 
that body of South African opinion which stands most in need 
of instruction. South Africa is not incapable of realising the 
need for expert advice and criticism from outside, as she has 
shown on more than one occasion by inviting distinguished 
economists from England, from Holland and from America to 
advise her on economic policy. It is not the bare fact that Lord 
Olivier criticises with so much point and force that will cause 
irritation and resentment. The real sting of the book can be 
realised only by those who have spent some time in South Africa 
and have lived them.selves into the spirit and temper of its people. 
Its tone is apt to be sometimes contemptuous, often bitter, 
and sometimes half-corKh*sccnding, as when the author suggests 
that South African opinion as a whole has remained largely 
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untouched by the sweeping movement of emancipation that 
eharactorised the nineteenth century. 

\\1iat lias to be rcmcmlicrc'd with sympathy and something 
of the hiiniility of tlio jmblican in the parable, who knows himself 
also to bo a sinner, is that South Africans of Kuropean origin 
arc very ordinary human beings placed by Fate in a situation 
that demands the foresight and restraint of moral and intellectuai 
supermen. It is doubtful whether any other community of 
Kurojieana in the same eireumstances, and under the same stress, 
would have acted difTerently. Nor would it call for much 
ingenuity in a Soutii African who cared to undertake the task 
to ('stablish signilieant parallels between the attitude of the 
dominant wliites in South Africa towards (ailoured labour, and 
that (jf a very large section of the English ruling class towards 
English “ working classes *’ to day. The mixture of comh^ 
scension, fear and inability to grasp tlu' full signilieanee of a 
common eilizenship might be found in both eases. 

Lorfl Olivier admits that the transition from jiastoral to indus- 
trial ecommiy in South Africa under conditions other than tli()s(‘ 
of capitalist industrialisation ” miglit have been cone(*ivabl(‘ 
though hardly possibh'. As a niatt(‘r of history, what else could 
have ha])})ened ? Grant the jiresence of the white man under 
nineteenth-century conditions and all the rest follows. Is it 
suggested that the white man should never have attempted to 
settle in Africa at all ? Or that, once settled, he should not be 
strongly influenced by fear for the maintenance of his “ wliite 
order of life ? There is, fortunately, a strong and growing body 
of opinion in South Africa that realises the fatal consequences 
that any attempt to maintain white standards by systematic 
cheeking of th(' economic progress of colour must bring. And 
this o])inion is strnug ( nough even in white Trafle Union eireh's 
to give rise to increasingly .serious division. Moh^ovct, so far 
from being unconscious of the possibilitu'S of capitalist indiis 
trialisation, the average South African has been so much alive 
to it that his apj)rehension has given rise to the present party 
system. Jealousy of “ capitalist ” manipulation from outsider 
has been one of the main causes of the rise of the Nationalists 
as a })arty, aiming at self -.sufficiency rather than secession, and 
here is its main affinity with Labour. 

The conclusion one would be disposed to draw who has watched 
for some years the development of South African opinion in South 
Africa itself is that in spite of many crudities, iniicli disastious 
shortsightedness, and much distortion by fear and prc'judicc, 
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the people are steadily becoming more intelligently aware of 
the real causes of the malaise, much as Lord Olivier lias diagnosed 
them. At the same time they are becoming more firmly resolved 
to face their own problem and shape their own future, knowing 
that in doing so they arc engaged in no academic analysis, but 
in a very real and precarious adventure, which, in many respects, 
is a new thing in history. 

There are abundant signs in most significant quarters of a 
growing realisation that the white man’s order of life is to be 
protected from the black man only by fully sharing it with him. 
But to assume that the Ikantu people in the mass are likely to be 
capable of anything like equal citizenship with the Europeans in 
the mass within any comparatively short time is to misunderstand 
the essential facts of the whole situation. 'I’he great majority 
are still living tlic most primitive of lives, and a long ami painful 
process of patient instruction will have to be undergone before 
the white man can feel secure and in no need of artificial barriers. 

No doubt there is great and growing discontent among 
natives. But its nature should not be misunderstood. Dis- 
content is not misery. The Kafir is diseontentc'd just because 
the; white man has enal)lcd him to catch a vision of betb^r things, 
and in spite of everything has caused him to hope. The South 
African misery that Lord OlivuT anatomises with so relentless 
a scalpel, if it exists at all, is to be found not so miudi among the 
Kafirs as among the poor whites, the failures of circumstance and 
character among the white men. It is the anatomy of that 
misery, carried out with such invaluable aid as that of the recent 
Economic Commission, which is doing so much to instruct South 
African opinion in the pathology of its own body social. 

The Kafir, both in the town locations and in the kraals of 
the reserves, might appear to be living in conditions which ought 
to make him miserable us the European eye sees them. But if 
he really is miserable, his cheerful countenance and jaunty, 
humorous air, indicate a capacity for dissembling his real feelings 
which the most hardened politician might envy. 

E. Cl.AKKE 

U'niversity of Capetown. 
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La Q}iestlone Agraria in Russia, piima e dopo la Rivoluzlone. 
By Du. J. G. Kretsohmann. (Piacenza : Federazioiie 
Italiana dci Consorzi Agrari. 1926, 8vo. Pp. 330. 25 
lire.) 

Die Landunrlschaft des K^nwjelbundes. Der Weltmarkt fUr agrar- 
isrhe Lrze.i«jnisse. Heft /. Von A. W. Tschajanoff, 
]*rofcssor der Laii(lvvirt.schafUicheii Akadcmie in Moscaii. 
Heransgegeben vo?i Prof. M. Serino, Universitiit, Berlin. 
(Berlin: Paul Parcy. 192(). Pp. 40.) 

Drt. GuizroTTi Krets(^iimann’.s valuable work deals with the 
Russian agrarian question in the last sixty years, from the abolition 
of serfdom (1801) to our days. The author has utilised all im- 
portant works upon this subject, and gives a clear and impartial 
account ni agricultural conditions under the Imperial Govern- 
ment and of the changes wrought by the Revolutitm. According 
to Dr. Kretsclimanii revolution ha.s not enriched the rural class. 
The increase in the averag(‘ size of holdings of land resulting from 
the expropriation of (’rown, Church and private estates varies 
in different provinces from 0-0()7 to 0*77 dessiatinas (0-0175 to 
2-079 acres) per head. In the central agricultural region, where 
the shortage of land was most acute, this increase was ap])roxi- 
matcly 0-2 to 0*4 dessiatinas (0*54 to 1-OS acres) per head. 
“ These are impressive figures,’' says Dr. Kretsohmann, “ when 
one remembers all the struggle, destruction and bloodshed through 
which so insignificant a result was attained ! ” 

One result of the Revolution w'as the increase of small holdings. 
Whereas in pre-Revolution days holdings under 4 dessiatinas 
(10*8 acres) formed 51*1 per cent, of the whole number of home- 
steads, in their proportion attained 74 per cent., whilst 

those of landless homesteads and of those possessing over 4 
dessiatinas correspondingly decreased, fi'ius process of levelling 
was followed by the reduction of the average sowing area per 
family from 3*44 to 2*7 dessiatinas (9*28 to 7-29 acres). From 
Soviet sources the author gives a comparison of the purchasing 
capacity of the peasants in pre-war days and in 1919-20, showing 
that w'hereas tJie rural population could formerly purchase goods 
to the value of 22 rubles 43 copecks (£2 fiv. 9^/.) per head, now 
their purchasing capacity is only 3 rubles 41 copecks {7s. Id.) 
per head. In 1912 the peasants purchased 2*4 milliard gold 
rubles’ (£249*6 millions) worth of manufactured goods. In 
1919-20 only 250 million gold rubles’ (£51 millions) worth. And 
the author sums up ; “ It is a mistake to think that the Revolution 



1927] KRETSCIIMAMN .* LA QUESTIONE AOKARIA IN RUSSIA 451 


has enriched the peasants. ... War and civil war, famine and 
epidemics raging in many provinces, have impoverished the 
peasant masses, who live now in greater poverty than formerly.” 

Dr. Kretschmann makes a special study of the land legis- 
lation of the Soviet Government, and demonstrates the complete 
failure of the Socialist experiments of 1018 and 1019 imbued 
by Marxian theories, and examines the Land Code of 1022, which 
in many points follows Stolypin’s land laws. This Code has 
definitely ended further Communist experiments, and we may 
add that, having apparently been drafted by specialists of the 
old regime, it embodied several improvements upon pre-war 
legislation, such as the establishment of a limit of parccllation of 
holdings, or the extension of the right of possession of the holding 
to all members of the household, imjnovemcnts adv()(;ated by 
many in pre-war days. 

The author shows the heavy burden of taxation weighing 
now on the rural jDopulatioii, and the Government’s indifference 
to the farmer’s plight. The increasing export of grain, according 
to Dr. Kretschmann, is effected not from an existing surplus, 
but at the cost of depriving the Russian people of the very means 
of existence. Thus in 1923 the total production of cereals was 
2,153 million puds (34-4 million tons), whereas the quantity of 
grain needed for the nourishment of the population (together 
•with 500 million puds needed for sowdng) was estimated at 2,400 
million puds (38-4 million tons). In spite of this, some 40 million 
puds were exported, w hilst at the same time relief organisations 
imported some 3-4 million puds to feed the population of provinces 
stricken by the famine. Dr. Kretschmann emphasises the fact 
that whereas in j^re-war days Russia exported chielly wheat and 
barley, the present export deals principally with rye, which has 
a limited market abroad and cannot form a solid base of export. 

A question upon w liich w^e disagree with the author is that of 
the “ niir,” or the old communal system of utilisation of land, 
it is true that this system prevails in the greatest part of Russia, 
individual holdings forming only 0-1 to lO-l per cent, in various 
regions, and only in White Russia attaining 24-5 per cent, of the 
total holdings. Dr. Kretschmann seems to incline towards this 
communal form of holding, and believes that within it agriculture 
may progress. This makes him judge Stolypin’s reform as one of 
the motives of which were chiefly political, to promote the forma- 
tion of a strong and conservative class of farn\ers. Dr. Kretsch- 
mann’s reference to Western Rus.sia, where some of the initiative 
for improved cultivation came from the communities, is a strong 
No. 147. — VOL. XXXVII. H H 
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argument against himself, for it is precisely in those Western 
provinces that individual tenure of land had the greatest success, 
as can be seen from the table given by the author on p. 283. 
Stolypin’s reform had no doubt a political purpose, but, more 
than that, it aimed to give to individual owners of land the right 
and possibilit}^ to improve and intensify land culture, a possibility 
of which tliey were deprived under communal tenure. And, as 
Dr. Kretsohmann rightly observes, it is not in any increase in 
the size of holdings that the solution of the agrarian crisis is to 
be found, but in the intensification of culture. 

Professor Tschajanotf’s pamphlet serves as a good supplement 
to Dr. Krctschrnann's book, by giving more detailed figures and 
maps for the years 1923-24. We may observe that, however 
interesting, these figures must be accepted with a certain reserve, 
for, as Dr. Kretschmann says in his preface, Bolshevik statistics 
sin by excessive optimism, and figures taken from different 
sources, even ofTieial, are rarely concordant. Professor Tscha- 
janoff’s figures seem to err on the side of optimism. Nevertheless 
there is no doubt that a certain effort has been made in the last 
few years to raise productivity, especially as regards technical 
cultures, such as cotton, sugar-beet, llax and hemp, some of 
which had nearly disappeared. Professor Tschajanoff wishes 
to prove that the reduction in the area of cultivation of wheat 
and of the cultures of cotton and sugar-beet was chiefly duo to 
“ insufficient relations with the world market.” This assertion 
needs to be confirmed by further statistics which the author fails 
to give, and we are more inclined to agree with Dr. Kretschmann 
that, on the contrary, the fall in the export of wheat is chiefly 
due to the liquidation of large estates, which were the principal 
sellers of this produce. 

But on the whole Professor Tschajanoff’s tables show that the 
country is recovering from the Revolution, and he notes the 
interesting fact that in the latest period a certain differentiation 
is to be observed amongst the homesteads, which is witnessed to 
by the revival of hired labour, an institution which had ceased 
to exist, not only owing to legislation, but also because of the 
disappearance of large holdings. 


G. Bennigsen 
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Farmers of Forty Centuries ; or Permanent Agricnltnre in China, 

Korea and Japan, By F. H. King. (Jonathan Cape. 

Pp. 379. 125. U. net.) 

The re-publication of this book, which first appeared in 1911, 
is very apposite at a time when the Western peoples are looking 
at China with no little apprehension about the effect of the modern 
disintegrative religion that we roughly call Bolshevism upon that 
vast, toil-enured population which has hitherto been bound so 
straitly by traditions of obedience to authority. 

It might be thought that after so long an interval the book 
should have been revised, since China has latterly been penetrated 
by American agricultural experts, and Japan has considerably 
developed her scientific agricultural service. But amplifications 
or corrections in detail would have done the book very little 
service; it is essentially a sketch, an impression, ami it owes its 
value to the freshness with which is was written, to the fact that 
it records the first enlightened contact of a trained observer with 
the farming of the Far East. Actually the author never saw the 
book through the press ; he died as he w as writing the last chapters 
and it was finished for publication by his widow. At the 
beginning of this century King, of Wisconsin, was among the best 
knowni investigators of the soil in America. He left Wisconsin for 
the Bureau of Soils in the Department of Agriculture but, 
dissatisfied witli the conditions under which ho was expected to 
work in a bureaucratic administration, he resigned, and embarked 
upon the journey to China and Japan of which the book before us 
is a record. Though cast in the temporary form of an account of 
travel, the value of the book is due to King’s presentation of the 
two great features of the agriculture of this region — a system of 
farming which supports upon the land a population of incredible 
density, a system also which over the long period (forty centuries 
is but a guess) has succeeded in maintaining the fertility of the 
soil. This last fact is perhaps more striking to an American than 
to a European observer. The American is only too conscious that 
the methods of farming in vogue in the United States have been 
little better than mining into the initial resources of the virgin 
soils, so that even in the fertile Middle West crop production is 
not what it was. By the close of the nineteenth century the 
typical pioneer farmer was looking for new lands to exploit. In 
Europe we have settled down to a more conservative system of 
cultivation, and there is no evidence of approaching soil exhaustion 
in the fields of Italy, Gaul, or Flanders, which must have been 
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coatimiuusly cro])pe(l for the last two thousand years. Even 
before the introduction of artificial fertilisers, the European 
system of mixed farming, whereby there was returned to the soil 
everything except the actual corn and meat, milk and wool, which 
human beings consumed, together \vith the recuperative action of 
leguminous crops like clover and beans upon the nitrogen supply, 
did maintain a certain level of fertility. 

In China, the conservation of the resources of the soil is pushed 
to the last extreme by the return to the land of all human as well 
as animal dejecta, preparations of which constitute a more 
universal fertiliser than even the dung made by animals. In this 
way the land need never lose fertility. Regarded as a machine, 
the adult man is merely bimiing up the carbonaceous con- 
stituents of the food which the plant originally obtained from the 
air. The nitrogen, phosphoric acid and potash which the plant 
took out of the soil j)a.ss through the man without loss and re-enter 
the eternal cycle of growth. The nitrogen compounds alone are 
subject to wastage by bacterial decompositions, but there are 
compensatory bacterial syntheses in the soil. In a temperate 
climate the level of constant cropping that may thus be obtained 
is not very high, and for production near the maximum artificial 
fertilisers must be used, in order that the i:)lant may not be stinted 
in any stage; but in China temperatures arc high enough to 
permit of rapid utilisation of the organic manure residues. 

Chinese agriculture is only to be compared with our market 
gardening of the most intensive and minute description, raising two 
or three crops a year on areas of two aerc.s or so per family. King 
describes a family of twelve on 2 ^ acres, another of ten on If 
acres, while the island of Chang-ming in the mouth of the Yang- 
tse carried 3,700 people per square mile on 270 square miles, 
which only included one city. England, with four-fifths of the 
population in cities, only reaches a density of 200 per square mile, 
yet w'c produce less than 10 per cent, of the food w^c consume. In 
China and Japan we find purely rural populations of 2,000 to the 
square mile that are entirely self-supporting. In such com- 
munities all are at work, men, women and children, and the greater 
part of the labour is expended in producing the food consumed by 
the community; there is only a margin for sale, and a corre- 
spondingly small cash return available for the purchase of clothes 
and the other necessaries of life. Really organised farming on 
the Western allowance of land, t.e. somewhat more than 2 acres 
for each person, could produce the food for the community on the 
labour of about 5 per cent, of the population ; in the East the 
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corresponding figure may rise as high as 80 per cent. Such is the 
inevitable result of the pressure of population among peoples who, 
heedless of any standard of living, will breed right up to the 
dangerous edge of sustenance, with recurring local famines 
whenever seasons prove unfavourable, as the only check to 
increase. As land becomes more precious, labour is of less and 
less account, just as the deserted crofts of the Highlands and the 
grass fields of Middlesex are evidence not that men cannot 
live on them, but that labour has become dear and that more 
money has been earnable in occupations other than farming. 
King gives many examyiles from which we can estimate how low 
is the standard of living ; a labourer’s w^age was about iul. a day 
of pre-war currcnc}^ yet the people have a real civilisation of their 
own and are not without cheerfulness and content. 

We might view the Chinese situation with equanimity, with 
its complete fulfilment of what appears to many men the 
desideratum for England, ?.e. high farming on every available 
acre and a maximum employment of men and women on the land, 
were it not for its necessary reaction upon our own civilisation. 
The Western peoples are in the process of restricting their 
multiplication in order to maintain their standard of living, but 
something more than birth control will be required to ward off 
the competition of the East. Even now in London you may buy 
‘ Chinese pork, Chinese eggs, and foods made from Manchurian soya 
beans. That perhaps matters little; the nation must have 
cheap food, and if English farmers and farm labourers cannot 
produce at the Chinese level they are in effect told that it is their 
own fault in being such fools as to have engaged in farming. But 
in other industries the capitalist is looking longingly at the vast 
reservoir of cheap labour China exhibits, a land also not without 
coal and iron. Westernisation \i.e. exploitation] has begun; 
a little more organisation of these millions of enduring but skilful 
craftsmen, and prices may be cut till there is no longer a margin 
from wdiich to pay Western rates of wage, is there a Gresham’s 
Law in labour as in currency, or how is one to prevtait the lowest 
standard of living approximating all others to it { These are far- 
reaching questions, but they are suggested by a reading of King’s 
book, for though it is only concerned with agriculture, it is 
agriculture which sets the stroke in Chinese life to-day. 

A. D. Hall 
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Problems of Jnrhisfrial Development in China. By Harold M. 

Vtnacke, Professor of Political Science in Miaini University. 

(Princeton University Press, and Henry Milford, Oxford 

University Press. Pp. xi -|- 206.) 

The subject is important (‘iiongh to demand presentation by 
a competent vriler possessed of first-liand knowledge of the 
situation. The present author, despite the claim made for him 
on the cov(!r, that he is “an authority on China,” can hardly 
be placed in tliat category. Nevertheless, in default of such an 
author it is riglit to acknowledge respectfully an attempt made by 
one who is largely di'penrlcnt on others for most of his facts. 

Since tlie book was written the situation has seriously changed, 
and while the problems remain the same and will have to be mot, 
a number of his positions and statements are not supported by 
present facts. One of his principal sources of information is 
that valuable annual, the China Year Book, and the author might 
well have referred to a later edition than that of 1021-2, For 
instance (p. 149), he says in regard to railways Practically all 
of tlie lines in operation to-day, even w ith the disturbed condition 
of the country, show^ a ju’ofit after the loan charges, as well as the 
operating costs, arc deducted.” That may have been the case 
in 1921. It is not the ca.se now, and the impoverished investor 
can only hope that a return to something like normal conditions 
will iward liis patience. Pertain it is that until his confidenco 
has been sulastantially restored, further railway development 
must be delayed. The aut hor recognise.s tliat a stable government 
is essential to tlui realisation of his expectations, but his suggestion 
(p. 166) that further railway and other loans should be secured 
on services to “ be administered under the direction of a foreigner 
nominated ])y tlu) bondholders and appointed by the Chinese 
(Jovernment ” receives scant encouragement from the recent 
(lismi.ssal of Sir Fj-aneis Agl(*n and the attitude of vocal Chinese. 

Th(‘ first chapter gives a cursory .surv(\v of Industrial Uevelop- 
ment in China, in which the facts are rather out of date and the 
reasoning open to dispute. For in.stance, “ adequate communica- 
tions ” ar(i unquestionably needed, by which the people “might 
be ])(‘tter distributed throughout the country, thus increasing 
th(> agricultural output”; yet when one looks at the province 
of Shantung, doubts arise. Improved communications have 
ena))k‘d a very large number of emigrants from that province to 
settle in Manchuria, but Shantung seems as over-populated as 
e\ cr. The author anticipates the “ exhaustion of the oil resources 
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of the world in a reasonably short time,” and judges that even 
if petroleum is not found in quantity in China, supplies of coal 
and iron, on which the “ modern industrial state has btxm erected,” 
are sufficient for licr needs, and her ‘‘ only serious lack from the 
standpoint of those minerals essential to industry ” is sulphur 
in quantity. By the way, it was in the province of Shensi, not 
Shansi, that the Standard Oil Company drilled with indifferent 
success. 

In textiles sheep’s wool and camels’ hair are two of the staple 
products of Mongolia, Shansi and the north. The modern woollen 
industry is still in its infancy and most of the wool is exported 
to other countries, but “ should the woollen industry develop 
it vill be long before the Chinese manufacturer will have to look 
abroad for any part of liis raw materials.” That is quite true, 
and there are possibilities of “ tlie expansion of sheep grazing 
north of the Great Wall” and elsewhere; the author might 
add that probably even greater success may bo expected from 
experiments which are being made to improve the breed of sheep. 

” China can grow her own cotton of a variety suitable for 
modern machinery.” It also can undoubtedly be improved, 
and possibly long stajdo be added to its short-staple variety; 
but the people must eat as well as bo clothed, and cotton has to bo 
grown at the sacrifice of food-stuffs. Unless crops of these can 
be increased, or supplies imported, a limit is likely to be reached 
in cotton growing. Already China is the third largest producer 
in the world. As to spinning and weaving, apart from the not 
” tens of thousands,” but probably millions of hand-looms 
scattered over the country, there are modern mills containing, 
not “ 1,500,000 spindles and 7,500 machine looms,” but 3,414,062 
spindles and 25,934 looms in operation, and these not in “ 60 
cotton spinning and weaving mills,” but in 118, or double his 
numbers. 

It would be easy to dispute his statement that “ industry in 
China is old, older than in any of the other countries of the world,’* 
and his attribution of China’s slowness in changing from ” cottage 
industry ” to “ modern industry ” to “ the size of the country,” the 
” difficulties of communication ” and “ the opposition of the 
gilds.” In reality, the main cause was the ignorance and opposi- 
tion of the Manchu Court and the high Chinese officials. Had 
the Government really left the regulation of the industrial life 
of the country entirely to those engaged in industry,” there is 
little doubt that the eagerness and astuteness of the Chinese 
trader would have found early and full expression. In like manner 
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“the break-up of the family tradition ” has never been necessary 
to make the Chinese a willing coloniser. Ten millions live abroad. 

The author indicates that the ‘‘ function of the Government 
will have to change ” from negative to “ positive services/’ but 
lie seems to place a heavier load upon it than it should be called 
on to bear. It was tlie attempt to nationalise the incipient 
railway system which was a prime factor in the downfall of the 
late dynasty, and it had already made numerous ventures in 
other directions. He is an advocate of the American form of 
protection, in order “ to promote the national industry,” and his 
governmental ‘‘ positive services ” include industrial experiment 
and organisation. His ideal of representative government in 
China is that it “ should be based upon already established group 
interests in the country.” By this means the direction would 
be in “ the hands of the commercial and industrial interests of 
the country.” This would, for the time being, ignore, or only 
find indirect representation for the vast mass, the eighty per cent, 
of the population, the unorganised, inarticulate farmers. His 
assumption that roads and waterways ” had so completely fallen 
into disrepair under Manchu rule ” is disputable, for in the south 
the canals are well maintained and the roads are mere footpaths, 
while in the north few roads have ever been made; they have 
been trodflen out by the foot of man and beast. As to native 
carts ‘‘ not being able to move for months at a time because of 
the condition of the roads,” even one who has suffered from the 
miseries of the northern roads would hesitate before making such 
a sweeping statement. 

His consideration of Governmental Finance is based on the 
existence of a stable central authority and a centralised financial 
control, but he hardly does justice to the position of the Provincial 
Governments and their demand for fiscal and other autonomy. 
Since tlie Maritime Customs began to remit its revenues to Peking 
instead of their being shared with the provincial treasuries, likin 
has become an important means of provincial support. The 
reform of Provincial Finance is as exigent as that of the Central 
Government. 

For Currency Reform the need is wearisomely evident and 
it would seem impossible for anyone to over-emphasise it, but 
it is an unnecessary extravagance to siiy (p. 100) that “every 
transaction of any importance involves the exchange of money 
through several mediums, in all of whicli the exchange shop 
plays a part, and from which it draws a profit.” In iioint of 
fact busine.ss transactions are done normally and with simplicity. 
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As to his statement in regard to silver, that “ the increase in its 
value of recent years may serve to account for an increase in the 
value of ” exports and imports, one need only remark that, far 
from the tael, or Chinese silver ounce, having increased in value, 
it fell from 65 . I in 1920 to 3 . 9 . in 1921, and has since 
almost annually fallen to its present price of 2s. 6id. That 
Currency Reform bristles with difficulties the author makes 
sufficieritly clear. 

He says in conclusion — “ The Chinese have a tradition 
of co-operation and adjustment,” through their gilds, “ which 
has been lost in the Western countries in the past hundred years. 
From the standpoint of industrial development it is their precious 
lieritage. It should be the foundation principle on which they 
erect their new industrial order. Western machinery should be 
introduced, but Western industrial antagonism should be 
avoided.” Exactly, but how? That statement only mentions, 
without solution, one of the chief industrial problems of China. 

Despite, however, the many criticisms which these pages 
arouse, the general iDrinciples that are enunciated are deserving 
of consideration, and one can only respect the author for sym- 
pathetically faciiig problems of such immense difficulty, involving 
the welfare of a quarter of the human race. 

W. E. SOOTHII.L 

Oxford. 


A Geographical Siudy of Coal ami Iron in China. By Wilfrid 
Smith, Tutor in the Department of Geography, University 
of Liverpool. ('Fhe University of Liverpool, and Rodder 
and Stoughton, Jdd. Pp. 83. 5 . 9 . net.) 

This unpretentious volume of 83 pages offers a remarkable 
summary of the distribution and development of the Coal and 
Iron resources of Chinn. “ The object of this monograph is to 
discuss, in the light of the most recent information, the distribution 
of different classes of coal and iron, partly in relation to the 
physical structure of the country, but more paiticularly in its 
bearing on the coming industrial development of the Republic. 
The various factors, such a.s means of transport affecting the 
utilisation of the mineral resources, are fully considered and an 
estimate is made of the probable lines of development in the 
different mineral regions of China.” The book fulfils its pro- 
gramme, and Economic Geograplyy is distinctly enriched by this 
valuable treatise, which in succinctness and clearness can hardly 
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be surpassed. Two folding maps and various sketches add to 
tlie value of the book, and an excellent Bibliography will serve 
as a guide to those who wish to study the subject more in detail. 
Professor lloxby, who suggested this piece of research work to 
the author, supplies a suitable Foreword. 

On p. 4G, Avhero it says that mining ‘‘ceased whenever the 
water table was ])ierccd/’ one might add, “ or when the limit of 
ventilation was reaobed,” for I never heard of ventilating shafts in 
Shansi, and in the only mine I explored I was not surprised to 
find the men working stark naked in an atmosphere of a heated 
t'oulne.ss indf'pcribable. His remark on p. 27, that as “ coal was 
mined all over South Shansi ... no internal coal trade developed,** 
does not seem very clear. On p. 40 his statement that in the 
earlier years “ Cliinose coasting steamers were dependent on 
supplies of coal within China itself *’ surely needs modification, 
for to the best of my recollection most of the coal was imported. 
The spelling of Chinese names without hyphenation must sorely 
puzzle the ordinary reader. For instance, IMiaocrhkow^ in Chinese 
is three distinct w’ords, not one, Miao erh kow. IMoreover, is 
“ nearby ** an attractive w'ord ? 

Those wdio read this book will see how closely the economic 
interests of Jaj)an arc dependent on China, and perhaps better 
understand the change which has occurred in Japan’s altitude 
from one of unwise provocation to one of conciliation. The 
interests of both countries, and those of other nations, arc being 
economic.'ill}' linked up in a w’orld economy which enlightened 
pcojile everywhere will sec the importance of encouraging. 

W. F. SooTFiruL 

Oxford. 

I aformaiion on the Reduction of Armaments. By J. W. Wiieeleu- 
Bennett, Junior, lion. Secretary, Association for Inter- 
national Understanding. (Allen & Unwin. 1925. 106*. net.) 

Disarmatnent. By P. J. Noel Baker. (Hogarth Press. 192G. 
I2.s\ C)d. net.) 

These two books arc complementary to one another. The 
first, by an able and conscientious student of international affairs, 
is a fully documented history of the progress made towards 
solving the problem of disarmament from the Peace Conference 
down to the recommendation of the Geneva Protocol of 1924 to 
the Governments by the Fifth Assembly of the League of Nations. 
The second book is by a man of action who has been actively 
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engaged in these negotiations from the beginning, and who writes, 
in the light of first-hand experience, with an eye to further action 
in the future. Supplemented by some knowledge of what actually 
happened at tlie League of Nations preparatory conference on 
disarmament in the spring of 1927, a study of those two books 
ought to give an insight into the heart of the disarmament 
problem. 

The root difficulty, of course, is that modern war is waged 
witli the total material resources, and nine-tenths (let us say) 
of the spiritual resources, of entire nations. The bill for the 
mobilisation of the national resources in time of war, which was 
voted by the French Chamber while the Preparatory Disarmament 
Conference was in session, gives a fair measure (conceived, as it 
was, by a clear-sighted people which is not afraid of following out 
ideas to their logical consequences) of what this kind of warfare 
means. We realise that, in the Great War,” we were only on 
the threshold of intensive warfare as it would be exhibited in 
another war fought on the basis of our present experience and 
technical training. The next war would be “ the last war ” in 
the sense that it would be the last event in the history of Western 
civilisation. How is it to be avoided? 

When wo study these two books, we see that effective solutions 
of the problems with which they deal could have been found 
with comparative ease at almost any time in our history short 
of the last 150 years. In fifteenth-century Italy, for example, it 
would merely have been necessary to agree that not more than 
a certain percentage of the State budgets should be spent on the 
hire of mercenaries. Even in the time of Frederick the Great, 
when armies were the playthings of kings, and these kings were 
aw'are that they could not with impunity spend more than a 
modest proportion of their subjects’ blood and treasure upon their 
private sport, the problem had still not become unmanageable. 
'Llie mischief was done by the Industrial Revolution in Great 
Rritain and the contemporary Political Revolution in France, 
vvhicli, between them, expanded the ])roces3 of war into a levee 
en masse of the man power and the material power of an indus- 
trialised national State. 

fn the modern problem which thus came into existence, there 
are (as Professor Baker brings out very clearly) tw^o distinct sub- 
problems involved — one technical and the other dii>lomatic. 
The technical problem consists in determining what elements in 
national life are potential moans of warfare, and then devising 
means to measure these dements and control the production and 
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maintenance of them by the national Governments in peace- 
time. AVhcn one thinks of chemicals and aeroplanes, or again 
of the facility with wliich modern industry beats its plough- 
shares into swords, one perooivcs that this technical problem is 
immensely complicated. At the same time, in a civilisation with 
such a gift as ours for mechanical organisation, it is probably not 
insoluble. People who have constructed metros for gas and 
electricity arc suiely ingenious enougli to construct the mon^ 
complicated metro which the mcasuroiuent of national armainent.s 
recpiires. 

M'lio crux is the political “ problem of the ratio ” (the title of 
the most interesting chapter in Professor Baker’s book). Suppose 
wc have successfully devised .some means of measuring, and keeping 
check upon, national resources for war, on what principle arc we 
to strike a balance between resources and liabilities or commit- 
ments ? The difficulty is that the special military dangers to 
whicli particular countries are exposed are often hardly suscep- 
tible of reduction to a numerical basis of comparison. Take, for 
example, the cpicstion of exposed frontiers. It is obvious that 
Germany, lying between Prance and Poland, is very much more 
exposed than the United States, lying between Canada and 
Mexico; and that this difference is a factor which could not be 
left out of account in determining, on an equitable (i.e. an agreed) 
basis, what the relative armaments of the United States and 
Germany ought to be. Yet liow is this difference in degree of 
security to be translated into terms uf x battalions, y field 
batteries, and z squadrons of aeroplanes ? It is a difference 
which it is easy to feel but far from easy to measure. Or contrast 
the naval and colonial liabilities of the British Empire, as it has 
emerged from the war, with those of post-w'ar Germany. In the 
matter of colonial armaments, Holland might legitimately claim 
as high an absolute ration of armaments as Prance, though on 
every other basis of computation her ration would be very muoli 
smaller. This is also a difficult problem, since naval squadrons 
and colonial forces arc not irrevocably anchored, or rooted, to 
the spot at which they arc to serve in peace-time. On the 
contrary, they are extremely mobile, so that special peace-time 
allowances made under such heads may upset the general ratio 
in war, while, if not allowed for in the general ratio, they may 
unfairly handicap a Power with large commitments overseas. 
It all depeiifls on whether the natives are going to take tin* 
opportunity of a g(meral European War in order to rise against 
their European rulers; and who can express that probability in 
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a mathematical formula ? Finally, what are to be the units of 
measurement? Are all the arms — military, naval, aerial, 
chemical, industrial and liuman — to bo combined in a common 
index-figure, or arc they to bo dealt with separately ? This, too, 
is a question on which differences of political situation produce 
differences of view. 

The inherent difficulty of this aspect of the problem is 
appalling. The only way to tackle it is to thrash out all the 
puzzles that arise in friendly conversations between experts and 
statesmen who are not under the illusion that the problem is easy. 

A. J. Toynbee 


The Science and Method of Politics. J3y G. E . G . C /atli n . ( Kega n 
Paul. Pp. 360. 126’. 6f/.) 

There are several reasons, in Dr. Gatlin’s view, why Politics 
has not hitherto followed the “ secure path of science.” Of these 
the most important are, firstly, the limitation of its scope to the 
study of a small number of states at different and not comparable 
stages of civilisation, and, secondly, the absence of a sound 
method. Dr. Gatlin proposes to broaden the scope of politics by 
conceiving of it as the science of all the relations of individuals 
to each other in society, “ regarded in respect of the relationship 
‘itself,” and he argues that if politics is ever to provide science and 
not merely ” shrewd seemings,” it must proceed hypothetically 
by assuming certain motives or dominant tendencies and following 
out their operation in social and political life. Here he is greatly 
influenced by the development of economic theory. The fiction 
of an economic man, has been, he thinks, of great value in placing 
economics upon a scientific basis. Similar results may, he urges, 
be expected to follow from the assumption in politics of a 
” political man ” ; we must begin with some one dominant 
tendency in human nature, deduce the consequences that follow 
from it, and verify by appeal to history or experiment. This will 
lead eventually to the discovery of the permanent forms and 
general principles of action which must be the aim of a scientific 
politics. 

The use of the abstract or hypothetical method in social science 
is, of course, not novel, and when applied witli due conscious- 
ness of its limitations has led and may lead again to useful results. 
It remains to be seen whether in his future work Dr. Gatlin will 
be able to turn the procedure he recommends to really fruitful 
use. Here he confines himself to a somewhat elaborate treatment 
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of the nature and possibilities of politics and its relation to other 
social sciences. It may be doubted whether even this limited 
task has been carried out with the requisite thoroughness. He 
never, for example, inquires to what extent the progress of 
economic theory has really been determined by the assumption 
of the “ economic man,” and whether it is really true that any 
economist has, in fact, based his wdiole theory upon the hypotheses 
of a single deminant motive. It is arguable that in serious work 
the breadth of economic motive has always been realised, though 
not explkitly ;datcd. Nor docs Dr. C'atlin seem to realise 
sufificicntly the degree of ab.'-t ruction ^v])ich his proposed method 
involves. In this connection, it may be noted that liis view of 
politics as tlie science of human relationships bears a strong 
resemblance to tluj definilioii given of sociology by some German 
writers, and in their case it lias so far led to little but barren lists 
of formal relationships. Dr. Gatlin’s actual procedure makes 
matters worse by the fact that it is limited to the study of a single 
social relationship, namely, that which arises out of the domination 
of one will by anotlier and by the further limitation due to the 
assumption that thi.s relationship is determined by one. tendency, 
the so-called will to power, or the striving to avoid or assort 
control. Abstraction could go no further. Nor are the notions 
of self-assertion and of will .«:ubmitted to the analysis that sccin.s 
requisite if they are to be made the basis of political science. He 
rejects the functional analysis of institutions ami .seems to think 
that politics is concerned with willing quite independently of what 
is willed. In thi.s view he seems partly influenced by his desire 
not to confuse ethics with politics. But a functional study need 
not necessarily bo ethical in character, and, on the other hand, 
it is difficult to sec how anything important can be obtained from 
a study of tlic will that wills nothing in particukir. 

xMohki.s Ginsbeiuj 


London School of Economics. 



NOTES AND MEMORANDA 


The World Economic Conference at Geneva 

On September 24th, 1925, the assembly of the League of 
Nations, on the motion of the French Delegation, invited the 
Council to constitute a Preparatory Committee to prepare the 
work for an International Economic Conference. In November 
1926 this Committee, which sat (owing to the ill health of M. 
Ador, its original chairman) under the presidency of M. Georges 
Theunis, issued its report and completed its very comprehensive 
scheme of documentation. From May 4th to 23rd, 1927, the 
International Economic Conference met in Geneva under the same 
Chairman, and produced a Report^ which is among the most 
important and remarkable documents which has yet appeared 
under the auspices of the League. For so large a body, composed 
of such widely dilferent elements, to have made with apparent 
sincerity unanimous and categorical recommendations on subjects 
generally regarded as highly controversial, is proof, not only of the 
genuine goodwill of the delegates, but also of the recognition by 
the countries of the world as a whole, and by post-war Europe in 
particular, of the economic interdependence of them all, and the 
fact that, in the words of the Report, ^ “ any strictly nationalistic 
policy is harmful not only to the nation which practises it, but also 
to the others, and therefore defeats its own end.” 

The delegates came from fifty nations, and were grouped 
principally in delegations appointed by the various Governments, 
but not officially representing them. They comprised every 
qualification and every shade of responsible opinion — industrial- 
ists, business men, agriculturalists, financiers. Government 
officials, economists, labour leaders, to the number of 194, attended 
by 157 experts. Almost the only occupation which was com- 
paratively unrepresented was the professonal politician, and there 
can be little doubt that the non-political quality of the Con- 
ference was to a large degree responsible for its success in dealing 
with economic problems. 

In addition to the national delegations, there were present 

' The World Economic Conference, Geneva, May 1927, Final Report (C.E.I. 

(1)) League of Nations. 1^. 

* p. 20. 
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others at the direct invitation of the Council of the League, such 
as the International Labour Office, the International Institute of 
Agriculture, the International Co-operative Alliance, and particu- 
larly the International Chamber of Commerce. There were also 
present delegates from the principal women’s organisations who 
contributed inter alia a proposal for the standardisation of house- 
hold utensils. It would be invidious and, indeed, impossible to 
choose particular delegations or particular individuals for special 
mention, though naturally these varied in effectiveness, and more 
attention inevitably tended to be paid t(^ the pronouncements of 
the principal spokesmen of the larger European Powers. It is, 
however, impossible not to remark upon the surprising weakness 
of the Soviet representatives, whose participation was expected 
to be at least interesting. In fact they did little more than 
attempt some unsuccessful back-stair negotiation, caref idly indicate 
their reservations on all points remotely in opposition to their 
theories, cpioto inconsistent statistics and declare categorically 
that they had no intention of joining the League, which they 
regarded as a s^mdicate of capitalists. 

On the other hand, the delegates from the other principal 
non-member state, the U.S.A., were most valuable. They 
brought to the Conference an outside view of what are primarily 
European problems, and did not hesitate to express it with great 
clarity and tact. Perhaps the most cogent summary of their 
opinions is to be found not in the words of any one of them at the 
Conference itself, but in the words of the American National 
Committee of the International Chamber of Commerce.^ “ It is 
generally recognised that the absence of trade barriers throughout 
our whole area, nearly as large as Euro2)e itself, renders unneces- 
sary in the United ^States many of the steps desirable in Europe. 
Instructed by our own experience, the American Committee feel 
that substantially similar freedom of commerce and trade in 
Europe would inevitably result in great benefit to the European 
peoples.” The Aim^ricans seemed to feel strongly that some- 
thing like a European zollverein would be of great benefit also to 
themselves. 

The documentation issued by the Preparatory Committee 
was immense.^ It constitutes in effect a detailed economic 

^ International Chamber oj Commerce: Final Ileport of the Trade Banurs 
Committee f Brochure No. 45 (C'.E.I. 5 (1)) p. .‘i2. 

* \ full list of the documents, together with an introduction by Sir Arthur 
Salter (Head of the Economic Section of the League) and a summary, is contained 
in the Guide des Documents preparaloires de la Conference (C.E.I. 40), published 
by the Secretariat of tlio League. 
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survey of the world prepared by and for specialists, and it is most 
unlikely that any delegate has read the whole of it. 

But the three documents which seemed to exercise most 
influence and whose substance was most fretpicntly quoted were 
the Memorandum on Production and Trade (C.E.I. 3), Summary 
Memorandum on Various Industries (C.E.I. 19), and “ in certain 
respects the most imj)ortant of those submitted to the Con- 
ference,” the Report of the Trade Barriers Committee of the 
International Chamber of Commerce (C.E.I. 5 (1)). The first 
two are statements of fact, the last is, with one exception,^ the 
only preparatory document which suggests lines along which action 
should be taken. It represents the considered opinion of the 
(Chamber’s Committees in twenty-two counties, and a comparison 
between it and the final Report of the Conference emphasises 
the extent to which what may be called the attitude of the man of 
affairs prevailed. 

The first four days were spent in plenary sessions, and were 
occupied principally in the creation of atmosphere. The impres- 
sion left at the end of them was that the Conference was agreed 
on two facts : first, that the world’s economic troubles are the 
result not so much of the material destruction of the war as of the 
dislocation of international trade which it involved, and second 
that the artificial barriers to trade introduced in consequence of 
this dislocation had outlived the conditions which produced them, 
were too numerous and ought to be diminished. There was a 
fairly general agreement as to the nature and relative importance 
of these barriers, and if there was a tendency among the smaller 
and younger nations to regard criticism of them as applying only 
to their neighbours, from w^hich they themselves, owing to the 
peculiar circumstances of their national situation, were exempt, 
it was on the whole decently concealed. After these preliminaries, 
the Conference divided itself into three main committees — Com- 
merce, Industry and Agriculture — and the serious business began. 

'riic Agricultural Committee met under the Chairmanship of 
M. Frangcsch (Jugo-Slavia), and concerned itself mainly with 
questions of agricultural co-operation and technique. It re- 
commended an increase in agricultural co-operative societies for 
almost every purpose, closer relations between them utkI con- 
sumers’ co-operative societies, the better organisation of agri- 
cultural credits, more complete statistics, a sterner campaign on 
international lines against disease, and so forth ; but perhaps the 

' Abolition of Import unci Export J’rohibitions and Hostriction ; Coin- 
mrntary and Preliminary Draft International Agreement. C.K.l. 22, 

No. 147. — VOL. XXXVH. t I 
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most significant feature of its report is the expressed realisation 
of the intei'dcpendenco of agriculture, industry and eommerce : 

It M ould be vain to liope that one could enjoy lasting prosperity 
independently of the others.” ^ 

The Industrial Committee was on the whole disappointing. 
]\r. Hodae (Czecko-Slovakia), wlio presided, showed great un- 
M'illingness to curtail discussion on any subject that his very 
loquacious members chose to embark upon, and in consequence 
the discussions ranged over almost every conceivable field, from 
social justice to the future economic organisation of the League. 
Most of what was said came under the heading of “ rationalisa- 
tion,” a word which, like “ solidarit6 ” and “ hommes de bonne 
volonte,” seems to thrive in the air of international conferences. 
One of its ])urpose3 was apparently to smell sweeter than 
“ scientific management,” but it also covered the organisation of 
international industrial ententes and cartels. The French, and 
to some extent the German view was that a great deal could bo 
done by M'idespread cartellisation, but this roused considerable 
misgivings among the representatives of labour, who pressed 
strongly for an international organisation under the League to 
keep the cartels in order. That, it was contended on the other 
side, Avould interfere with the froodom of business, and constitute' 
in itself a trade barrier. Finally fruin tlu'so parturient mountains 
there was born a series of resolutions which really amount to very 
little more than saying that if cartels behave themselves, they 
may he, in the comparatively limited field \vhero their application 
is practicable, a good thing. This is coupled with a recommenda- 
tion in favour of standardisation and the jmblication of more 
industrial statistics. 

By far the most elTective and important work was done in 
the Committee on (.'onimerce, under 31. Colijn (Holland). Her(\ 
thanks very largelv to the extreme firmness and good Jmmoiir of 
the Chairman, almost unanimous agreement was reached on 
matters where immediate and beneficial action is possible. M. 
Colijn’s methods were drastic; it was a typical occasion when lie 
thanked a rather too persistent delegate for facilitating the work 
of the Conference by dropping an amendment which the un- 
fortunate gentleman had that moment proposed, replied to hi^ 
protest by saying that he was sure the proposer would not wish 
to put the chair in the unfortunate position of having made a 
mistake, and immediately j^assed on to the next item. But his 
methods were successful, and from the three sub-committecs of 


^ Keport, p. 44. 
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hivS section (over the second of which, “ Customs Tariffs and 
Commercial Treaties,” he himself presided) conics the bulk both 
in substance and value of tlie Report. 

The briefest summary of this section of the Report is to say 
that it is a strong recommendation in favour of ” freer trade,” 
which is not to bo confused with “ free trade.” Indeed the 
Conference was throughout at great pains to avoid the (largely 
political) issues between free-traders and protectionists, a wise 
and necessary course wliich alone made it possible to secure a 
unanimity whose full extent can only be appreciated by a detailed 
study of the Report. Beginning under the lieading Liberty of 
Trading, it has condemned the system of import and export 
prohibitions and the privileges sometimes granted to State 
enterprises, and has also recommended a more liberal policy in 
respect of foreign nationals and companies in the exercise of 
their commercial activities.” i In connection with the first of 
these, it blesses the Draft International Convention ^ for their 
suppression, and under the last includes a recommendation for 
an international convention to secure legal and fiscal equality 
as between nationals and foreigners and to avoid double taxation. 
Reference is made to the work of the International Chamber of 
Commerce on these matters. 

The second section deals with Customs Tariffs, which are 
treated from the point of view first of form and secondly of 
amount. On the first point the Conference ” unanimously 
recognised the desirability of simplifying Customs tarilTs as far 
as possible, particularly by avoiding unwarranted subdivisions : 
it has proposed the establishment of a systematic Customs 
nomenclature, the use of which would in due course be assured 
by individual measures taken by the Governments and regular- 
ised by the conclusion of bilateral or multilateral intcTiiational 
conventions ; it emphasised the urgent necessity of stabilising 
Customs tariffs, by the conclusion of long-term commercial 
treaties or otherwise; it recapitulated rules for securing tlio 
maximum of equity in the application of duties and defined the 
principles on which Customs formalities should be based; and 
finally it passed a recommendation in favour of the execution, 
to the fullest possible cxttnit, of the ( onvention of December 
31st, 1913, establishing an International Bureau of Trade 
Statistics.” ^ It should bo noted that the importance of stable 

* Report, p. 20. 

* C.E.I. 22, to which reference has already been made. 

* Report, p. 23. 
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tariffs to enable traders to enter upon long-term contracts was 
repeatedly emphasised by several delegates. 

The height of customs tariffs is trcjitcd under Commercial 
Policy and Treaties. After a concise and dispassionate account 
of the present tariff situation and its causes, and a short discussion 
of commercial policy ^ (a most able summary), “ The Conference 
declares that the time has come to put an end to the increase in 
tariffs and to move in the opposite direction. The Conferences 
recommends : 

(1) That nations should take steps forthwith to remove or 
diminish those tariff barriers that gravely hamper trade, 
starting with those which have been imposed to counter- 
act the effects of disturbances arising out of the war. 

Moreover, in order to ensure that this action is continuously 
pursued, the Conference recommends : 

(2) That States should proceed to the conclusion of com- 

mercial treaties on lines and under conditions calculated 
to ensure the attainment of the aims mentioned herein ; 

(3) That, in future, the practice of putting into force, in 

advance of negotiations, excessive duties established for 
the purpose of bargaining, whether by means of tarifs 
de combat or by means of general tariffs, should be aban- 
doned ; 

(4) That the Council of the League of Nations should be 
requested to instruct its Economic Organisation to 
examine, on the basis of the principles enunciated by (ho 
present Conference, the possibility of further action by 
the respective States, with a view to promoting iho 
equitable treatment of commerce by eliminating or 
reducing the obstructions which excessive Customs tariff's 
offer to international trade. 

In this inquiry, the Economic Organisation should consiiK 
with ref)resentatives of the various Governments, in- 
cluding non-Members of the League, and also, so far 
as necessary, with the competent bodies representing 
Commerce, Industry, Agriculture and Labour. 

The object of the inquiry should be to encourage the ex- 
tension of international trade on an equitable basis, 
while at the same time paying due regard to the just 
interests of producers and workers in obtaining a fair 
remunerjition and of consumers in increasing their 
purchasing power. “ 

1 Report, pp. 27 sqq. 


* Koport, p. 30. 



1927] THE WORLD ECONOMIC CONFERENCE 471 

“ With the question of import duties is bound up the question 
of the fiscal burdens which are sometimes imposed in addition, 
and which, in the Conference’s opinion, should not aim at provid- 
ing disguised protection for national production. 

In a similar connection, the Conference is anxious that the 
free circulation of raw materials and articles of consumption 
should not be unduly hindered by export duties, and that such 
duties, whether levied to meet fiscal needs or exceptional or 
compelling circumstances, should not discriminate between 
difieront foreign countries. 

Lastly, commercial treaties should contain the unconditional 
most-favoured-nation clause in its broadest and most liberal 
form, and the League of Nations is recommended to consider 
the possibility of establishing clear and uniform principals in 
regard to that clause and introducing common rules relating to 
commercial treaties.’' ^ 

The next section deals with indirect methods of protection 
and transport discriminations. 

*’ The Conference draws the attention of the various Govern- 
ments to the true nature of direct or indirect subsidies, which 
are merely a palliative, and expresses the hope that Governments 
will, so far ns possible, refrain from having recourse to them.” ^ 

Tlie paragraph on Dumping is interesting. An attempt was 
made to introduce some recommendation excepting anti-dumping 
and safeguarding tariffs from the general condemnation, but 
the difficulties of definition and the fear of leaving open a by-road 
for (!CAeit protection defeated this proposal, and, in fact, tlie 
Cuiifcrciuc “ recommends that importing countries which find 
themselves compelled to take dehmsive measures against dumping 
should not resort to excessive, indirect or vexatious measures 
which would have a more far-reaching effect than is intended.'’ ^ 

Transport, as the Report indicates, has put its house in order, 
'the problems have boon tackled, the conventions are there and 
tla^ Conference, after an introduction to this effect, had little to 
do hut urge their speedy ratification and recommend the conclusion 
of agreements botwetui maritime countries, recognising the 
equivalence of each other's safety regulations on board ship. 

'J’he Report was drafted in sub-committee, approved in com- 
mittee and confirmed in full session, unanimously but for the 
Russians and the Turks, who abstained from voting. The 
specific recommendations were rounded off by resolutions referring 
to education, armaments, pacific commercial co-operation of all 


^ Report, p. 27. 


* Itqiurt, p. U3. 


® Report, ji. 34. 
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nations,^ and the economic organisation of the League, which 
contain nothing remarkable. In connection with the last-named 
the Council’s attention is drawn to the well-balanced composi- 
tion of the Preparatory Committee. 

The Conference, then, has marked a further stage in the 
economic reconstruction of Europe in particular. It is not to bo 
expected that its recommendations will be followed at once by 
unanimous action, although several states have already declared 
their intention to adhere to them, and others have treated them 
with more than more politeness. How far practical results are 
likely to materialise is yet to be seen. We must not forget,” 
said the President, “ that our success will depend on the measure 
of our perseverance.” But whatever fate its recommendations 
meet with in the hands of the politicians and the Governments, 
the impression left on the great majority of those who took 
})art in the Conference was that ])ehind the usual rhetoric and 
the usual lobbying there really did exist a genuine desire to 
achieve what was recognised to be a common end. That, which 
is something still novel in post-war international affairs, is per- 
haps best expressed by a further quotation from M. Tlunmis’ 
closing speech : 

“ We have worked loyally together to secure economic peace, 
on which, indeed, political ])eaco depends. This Conference is 
an assembly of persons who have been brought into touch with 
realities — alvays harsh and often disappointing— but with 
realities in which truth, sooner or later, always prevails. Our 
advice and recommendations will in all probability not be followed 
immediately oti the scale we would desire. Great movements 
frequently experience many dilTiculties at the outset. But we 
arc convinced that our work is based on true principles, and on 
the determination to ensure to the best of our power both the 
peace and the prosperity of the world.” 

W. Leslie Runcimax 


Model Form for St.vtemext.s of International Balances 

'JhiE International Chamber of Commerce appointed some little 
time ago a Special Committee to study the transfer problem 
arising out of the international payments involved in German 
Reparations and Inter-Allied Debts. In the course of its inquiries 

^ Tills included rc'cnfinitioii of the reservations made by the U.S.S.H., to 
whom certain only of the general recommendations were held to apply. 
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this Committee found itself in difficulties owing to the absence of 
any satisfactory and comparable statements of international 
indebtedness arising out of the current transactions of any period. 
This led to the appointment of a special Sub -Committee, eonsisting 
of Professor Charles Hist, Vice-Governor of the Bank of France, 
Dr. H. Biicher, Mr. J. M. Keynes, Dr. H. K. Chandler of the 
National Bank of Commerce in New York, and Professor F. 
Baudhuin, which met in Paris in April 1027 to consider tlie 
possibility of drawing up a uniform model with a view to a clari- 
fication of the existing confusions. 

Since the Economic and Financial Section of the League of 
Nations had been endeavouring for three years past to collect and 
publish Balance of Trade and JLilance of Payment statistics from 
the various Governments of the world, the Committee decided to 
take the League of Nations’ elassifieation as the basis of their 
work. With the assist ance of ^Fr. J. H. (.'hapman of the Economic 
and Financial Section of the League of Nations, they drew up the 
classification set forth below. 

The main difticulties really arise more in the actual collection 
of statistics than in the accurate classification of them to which 
the Committee’s task was limited. f3ut they felt that it might 
lead to some progress in the statistical de})artmcnts of the leading 
countries if they had bt'fore them a model of the information which 
it is dcsirjible to set forth, .subject alway.s to the practical difticulties 
of collecting it. The explicit inclusion of a figure for the 
“ unexplained discrepancy ” as a balancing item may do sojuething 
to avoid or mitigate the too frequent ‘‘ adjustnumt ” of the figures 
to produce a spurious appearance of accuracy of which the actual 
statistics arc not capai)le. 

INTERNATIONAL BALANCE OF PAYMENTS 
CREDITS ARISING FROM: 

I. Merchandise 

1. a. Merchandise, including silver bullion, exported (as per 
trade returns ^), not including ships or parcels post. 

— Including fish sold in foreign ports and 
analogous sales of commodities not already included 
in statistics of exports. 
h. Sale of ships, 
c. Parcels post. 

' It is assumed throughout that colonies and dependenfics aro not included 
witli tho mother-country. 
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2. Adjustment for under- or over- valuation of (1) : 

a. to arrive at f .o.b. value ; 

b. to convert “ official ” values which may relate to a 

prior date, to current market ” values; 

c. to correct bias in traders’ declarations, e.g. where there 

is a tariff ; 

(1. to include exports (or imports) of commodities under 
(Tovernment auspices (e.g. reparation deliveries in 
kind) which do not appear in the regular trade 
returns ; 

to adjust the statistics to agree with the political 
territory (e.g. mother-country, excluding colonies). 
Oontrahand. 

ir. EuLLION, Sl’I-X'lE AND CURRENCY NOTE.S 

4. Gold bullion and gold specie exported (as per trade 
returns). 

T). Specie (other than gold) exported (as per trade returns). 

6. Currency notes not elsewhere indicated, exported. 

7. Adjustment for under- or over-valuation of (4) and (5) 

in order to arrive at the commercial value f.o.b. 

ITT. EusfNKss Services to Foreign Countries 

A. Transport Services : 

8. Ship 2 )iiig freights^ charter money, passage money and 

similar earnings, received by national ships on aeeount 
of ail foreign trade.® 

0. Port receipts from foreign ship]Vmg in national ports. 

10. Transport and other charges received for foreign goods 

transhipped or in transit (if not included in Grou]) 1, 
Nos. 1 to 2). 

11. Post and telegraph and telephone earnings, not elsewhere 

indicated. 

B. Trading Profits and Brokers’ and Merehanting (Commissions : 

12. On exports and re-exj)orts not included in f.o.b. iiriee. 

^ Maritime freight on goods irriportod in national Hhi})S, whkdi is ineliided 
heroin and also in Group 1 of imports (debit side), amounted to approximately 
. . . during the year, llociproeally for credit side ... in foreign ships . . • 
excluded herefrom h\it included in Group I amounted to approximately . . • 
(luring the 3 'ear. 

* Foreign shipping trade hero moans all shipping trade other than dom('.^ti<: 
coadal trade. 
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13. On commodities not entering into the country’s imports 

or exports. 

C. Banking and Financial Services : 

14. Acceptance commissions. 

15. Discount on foreign bills. 

16. Commissions on issues of foreign lo ins. 

17. Profits on Exchange transactions. 

18. Bank interest. 

T). Insurance Services : 

1 9. Insurance services. 

IV. Interest 

20. Interest received on foreign Government and municipal 

loans. 

21. Other interest and dividends received from capital 

invested abroad. 

V. Other Current Items on Private Account 

A. Immigration and Emigration : 

22. Funds brought in by immigrants and returned emigrants. 

23. Remittances by emigrants. 

B. Tourist receipts : 

24. Receipts from foreign tourists and travellers. 

C. Charitable and Educational Donations from abroad : 

25. Charitable and Educational donations from abroad. 

1). Other Current Items : 

26. Other current items. 

Vi. Government Transactions 

A. Diplomatic, Consular and other Expenditure in . . . 

27. By foreign Governments. 

28. By colonies. 

B. Receipts in respect of Loans paid direct to the Home Govern- 

ment : 

29. By foreign Governments. 

30. By colonics having the same monetary unit. 

31 . By colonies with monetary unit different from t he mother- 

country. 
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C. Home Government Receipts in respect of Reparations : 

32. Home Government receipts in respect of Reparations. 

D. Other Receipts from abroad by the Home Government ; 

33. Otlior receipts from abroad by the Home Government. 

VII. Capital Transactions 

34. Pvoceipfc of payments on account of amortisation of 

fon'ign Government and municipal loans : 

(rt) repayment of bonds at maturity; 

(/;) sinking fund operating for rcpa3anent of bonds. 

35. R('ceipt of payments on account of amortisation of other 

loans : 

{(i) same as 34. 

(/;) same as 34. 

Note . — Divide 3t and 35 into: (i) colonial, (ii) 
foreign. 

30. Existing domestic securities sold to abroad (excluding if 
j)o.s.sih]e donu'stic securities purchaser! abroad hy own 
nationals). 

37. Eoia igii seeuritics resold abroad. 

Export of new domestic sccuritie.s on account of new 
loans iloated abroad. 

31). Donu'stic real estate sold to foreigners, 
to. ( )t her foreign ca])ital invested in . . . 

VIJI. Ralan(txo Itplus 
A. Increase of Current »Siiort-period Indebtedness ; 

41. Increased foreign deposits in home banks. 

42. Increased foreign holdings of bills. 

43. Increased commercial debts due to foreign nationals and 

outstanding not included in above. 
iJ. Unexplained Discrepancy between Total Credits and Total 
Debits : 

44. Unexplained discrepancy between total credits and total 

debits. 


DEBITS AUISINO FROM: 

(Headings corre.sponding in each case to those on the Crediisf^ida-) 

J. M. K. 
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The Economic Purpose of International 
Labour Organisation 

Economists are often apt to consider international labour 
organisation as a foible of the creators of the Treaty of Versailles 
or a sop to internationalist working-class sentiment. Taking its 
source in the doctrine of comparative costs and the advantage of 
the international subdivision of labour, the current of economic 
tliought is flowing away from the direction followed by organised 
labour in its international relations. If it be true, say the 
economists, that the condition of labour in any country is 
governed by circumstances peculiar to that country, then the 
condition of labour in competing countries cannot influence 
that in the other. On the contrary, the diverse economic stages 
of development of different countries require that the standard 
of living should vary from country to country. Why, then, 
international labour organisation ? 

Little light is cast upon the subject by the current statements 
of employers* and workers’ organisations. Employers in an 
industry, when pressed to concede an alleviation in labour 
conditions, often refer to tlie similar conditions in competing 
industries abroad, and state that improvement cannot be under- 
taken in one country without causing trade to pass to others. 
The labour organisations consequently consider that inequality 
of working conditions exerts a depressing influence on standards 
of labour in the most civilised eountries, and have become the 
advocates of tlie policy of international agreements guaranteeing 
niinimum conditions throughout industry. The economist is 
inclined to say, “ A plague on both your contentions; improve- 
ment of conditions in the better-placed countries has no need to 
wait upon the slow march of progress in weaker competitors, 
while, if the latter have terras forced upon them which their 
economic position docs not justify, unemployment and reductions 
of wages in the poorer countries must result.” 

An exception is, however, made by economic theory in the 
case of short-period industrial fluctuations. The general principle 
that international competition benefits all participants ignores 
the economic loss occasioned by temporary fluctuations in inter- 
national competition to industries employing large amounts of 
fixed capital and workers who cannot easily find other employ- 
ment. In such cases international agreement to regulate the 
conditions of labour may save much human suffering during the 
short periods of instability before the economic system returns to 
its normal equilibrium. 
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The general tenor of international labour legislation has not, 
however, been of this temporary nature, but has taken the 
character of a steady pressure by the more progressive countries 
to introduce uniform minimum conditions of working throughout 
the world. Self-interest has raised the cry of “ unfair com- 
petition,” and labour solidarity has tinged the movement for 
international legislation with altruism. But is this economically 
justifiable ^ 

The key to the problem may be discovered by an examination 
of the actual legislation concerning conditions of work which 
has been effected by international agreement. Firstly, we may 
note that no international legislation has yet been applied to 
regulate the wages paid in the same industry in different countries. 
On the contrary, the agreements effected between members of 
the League of Nations by the International Labour Organisation 
have always been concerned Avith those conditions of working 
which are not capable of monetary measurement — such con- 
ditions as hours of labour and still more appropriately hygienic 
rules, which are hardly capable of quantitative measurement at all. 

Now, it is just these qualitative elements of the amenities of 
labour which are least suscejotible to alteration and are mainly 
determined by custom. In the case of WMge payments, and, to a 
lesser degree, hours of work, scope exists for an approximately 
precise adjustment of working conditions to the economic cii- 
cumstances of an industry; and we may therefore expect that 
as a country’s industrial efficiency increases, so will the wages of 
labour and, less certainly, the hours of working steadily improve* 
by comparatively small adjustments. But where the industrial 
character involved is one that does not admit of quantitative 
measurement, such as the use of white lead in paint or the con- 
ditions deemed necessary for cleanliness in bakeries, an alteration 
cannot be of the nature of nicely calculated less or more.” The 
improvement, if it take place at all, will not be a gradual upwai d 
movement, like tlie steady^ increase of a minimum wage, or a 
downward progression, like the constant tendency to decrease the 
maximum permissible hours of labour. Instead, Governments 
will enact the legislation once for all : lead paint may not he 
used, or conditions in bakeries must be of a particular nature. 
Experience teaches that in these cases the opposition encountered 
by reform is largely aided by the difficulty of determining in 
advance what will be the economic result of a change in working 
conditions, and, secondly, by the drag which is exerted upon 
employers who wish to make experimental alterations by the 
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impossibility of proceeding gradually and checking results at 
dilferent stages. 

It should be noted that this is by no means the case with wage 
payments or even hours of labour. The direct inlluence of a 
wages charge upon cost of production can be mathematically 
calculated, and, although its precise evaluation may be difficult, 
allowance can bo made for the reaction of the worker towards the 
alteration and the corresponding change in his industrial efficiency. 
Moreover, wages changes may be effected gradually and time 
[illowed to note the effect. This does not precludci the possibility 
of a conventional and customary clement being involved in 
wages rates, nor is it denied that wages tend to “ stick ” once 
they reach a particular level. Nevertheless, wages changes do 
o{‘cur frequently and arc part of the every-day industrial order, 
with the result that in an industrialised country where the workers 
arc well organised wages tend to reach the highest levels justified 
by economic circumstances. The mosaic of industrial competition 
and combination is found to be the best pattern. 

\Vhere, however, general conditions of labour are concerned, 
economic forces, although always active, are not the main factor. 
While economic considerations are relevant in such cases, in the 
sense that hours of labour in a particular country at any given 
stage of industrial efficiency, for example, could not be reduced 
below a certain level without inducing undesirable economic 
reactions, yet the particular level of working hours in force might 
Avcll be the result of sheer custom with but little reference to 
('conomic possibilities. We cannot here say with any high degree 
of ])r()bability that economic factors will tend to produce the most 
desirable set of conditions of work in industrial establishments. 

Hence the growth of international labour legislation proceeds 
from two main considerations. Firstly, in cases, including that 
of sweated labour, where the proposed legislation would not lead 
to an increased cost of production, and therefore would not divert 
trade to those countries where comlitions remain unaltcn'd, the 
improvement could, and need only, be effected nationally. Owing, 
however, to the difiiculty of deciding the e.xtei^t to which the 
change would affect costs, some employers will tend to throw their 
influence on the side of conservatism, and, in order to remove the 
fears of a diversion of trade, the labour organisations may press 
for the legislation to be applied internationally. 

-But even if the proposed improvement of working conditions 
did raise cost of production, the workers, quite apart from their 
widespread belief that \vagcs may be continuously raised without 
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producing adverse economic effects, might prefer that industrial 
progress should express itself in improved hours of work and 
conditions of labour, rather than in wages. In this case, inter- 
national legislation is requisite in order to prevent industry 
migrating to localities where labour conditions are worse and so 
tending to perpetuate these evils. When the choice is between 
the amenities of life and higher wages, which are desirable largely 
because of those amenities which they enable one to purchase, 
the choice must be left to the individual himself — a consideration 
which bore duo weight with the last Royal Coal Commission wdien 
it decided that, if a reduction in labour costs had to be effected 
either by an increase of hours or by a reduction of wages, the 
strong opposition of the miners to the former alternative weighted 
the scale in favour of the latter. 

H. Bergman 


Present and Fcture Gold Export Points 


In a note appearing in the March issue of the Economic 
Journal I have pointed out the changes in the gold points since 
the war, their present instability, and their future prospects. 
The developments of the last few months have amply justilieil 
the opinion that gold points deserve more attention than has 
hitherto been paid to them. The freight war, which was in 
progress at tho time the previous note appeared, has eventually 
resulted in a reduction of the freight rate for gold to New York 
to 3s. per £100, wdiich is dd. below the rate of 1013. At the same 
time, the rate of interest had, on the whole, a downward tendency, 
so that, wdiile some time ago the export of gold could not have 
been financed under 5 per cent., at present it can be financed at 
4 per cent., and occasionally even below that figure. As a result, 
the gold export point of the dollar exchange advanced to 4*8517, 
as compared w'ith 4*8488 six months ago, and 4*8506 in 1913.^ 


^ Tlio calculation of tho pro-war gokl point in tho note, appearing in tho 
March issuo, contained an error. Tho following is tho correct calculation : - 


100,000 fino oiincoa of gold (ii) 84fl. IIL/. . 
Freight (rt) 35. M. per £100 for £424,800 . 
Insurance 9(i. per £100 for £428,000 . 

Interest 4 per cent, on £424,792 for 8 days 
Boxes and Backing 


£ s. d. 
424,791 13 4 
790 10 0 
100 10 0 
372 8 4 

10 0 0 

420,137 1 0 


100,000 fino ounces (r/^ $20.67183 
Incidental charges in New York 


$2,067,183 

160 


$2,067,033 


£1 « $4.8606 


Net proceeds 
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Although the freight rate seems to have settled down to 35. 
in the London-New York relation, it is understood that exceptional 
rates are occasionally quoted in other relations. The uncertainty 
thus created was pointed out by Dr. Vissering at the annual 
shareholders’ meeting of the Netherlands Bank. He stated that, 
while before the war we knew the figure of tlie gold points, at 
present there are so many known and unknown factors at work 
that it is impossible to know at what rate it becomes profitable 
to withdraw gold. Ho suggested that the question should be the 
subject of a joint investigation by the central banks. There is, 
indeed, a vast scope for an expert inquiry. Apart from the lack 
of stability of the gold points, and the difficulty of ascertaining 
their exact, or even approximate, figure, the tendency towards 
the contraction of the margin between gold import points and 
gold export points calls in itself for a timely investigation. 

Admittedly, the dilference between the present gold points 
and the pre-war gold points is insignificant. In the case of the 
gold export point of the sterling-dollar exchange, it is merely 
J- cent. If we consider, liow'ever, that the factors which tend to 
appreciate or depreciate the exchanges beyond their gold points 
arc much stronger than before the war, and are likely to remain 
stronger for many years, the simultaneous contraction of the gold 
points, however moderate, assumes particular importance. The 
fluctuation of gold reserves, as a result of arbitrage transactions, 
is likely to cause the central banks much more inconvenience 
than in pre-war days — in addition to the inconvenience caused by 
“ special transactions ” — even if the tendency towards a narrower 
margin between gold points were not to continue. The chances 
are, however, that the present generation will witness a further 
marked contraction of the range in wdiich exchanges can move 
without provoking gold shipments. As was pointed out in the 
previous note, the development of aviation is the principal factor 
which foreshadows radical changes in the gold points. During 
the last few months considerable progress has been made in that 
direction. As a result of the successful attempts to cross the 
Atlantic by aeroplane, the possibility of the establishment of 
regular air service between London and New York, as well as 
other centres, is no longer a fantastic dream, though it may take 
many years before it becomes reality. In South Africa and the 
Belgian Congo aeroplanes are already bemg used for the transport 
of gold from the mines to the principal towns, and the idea of 
using aeroplanes for transport to Europe is also being considered 
by mining companies, desirous to save interest. The establish- 
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nient of frequent air mail service with India is also a question of 
a few \ ears. 

As far as the London-New York relation is concerned, it 
is believed that a freight rate of 2s. per £100 would be highly 
pn'Iitable to the air lines. At the same time, the loss of interest 
would be reduced to about four days instead of eight days. 
Insurance rates would be rather high at the beginning, but, as 
was the case with the transport of gold by air to the continent, they 
would gradually decline to the level of rates for transport by sea 
and rail. On the basis of these assumptions, the gold export 
point would advance, as a result of the establishment of air trans- 


])ort to New 

York, 

to about 4-S502. 

The in 

argin between mint 

parity and 

gold e> 

iport point would 

become reduced to about 

one-fifth of one j)er 

cent. 




It is not 

Avitluu 

t interos 

L to indie 

ate the 

effeet of the antiei- 

pated chang 

e of gold points 

upon till 

rates i 

it Avhich it becomes 

profitable to 

talvc g 

old from 

the open 

market 

to New York. The 

foIloAving table compares tlu 

*se rat(‘s. 

in 101:1, 

1027, and after the 

establishment of ai 

r service 

with Ne 

A' York, 

on the assumption 

that the rate of interest remains 4 per cent. 


Urioo 

of gold. 

I’ijU' o/,. 




s. 

(/. 


1U13. 

1027. 

19? ? 

S4 

IP. 



4-8517 

4-85(52 

S4 

U\ . 


4- 85 IS 

4-8521) 

i 4-8574 

S4 

J1 


4S.‘)3U 

4 S541 

4-8580 

S4 

Up . 


4-8.542 

4 85.53 

4-S.598 

S4 

101 . 


4-8.554 

4-8505 

4-8010 

84 

lo'f . 


4-8500 

4-8577 

4-S022 

It thus 

appear 

i that, i 

fter the 

establis 

hment of air mail 


service with New York, it will be profitable to buy for America 
the South African gold in the open market at St.y. JU]d. wJicuevtu’ 
the dollar rate declines below 4-sr>|, against I-.S.vJ at present, and 
before the Avar. 

Much has been heard lately about the desirability of reducing 
gold movements liy means of the creation of a central gold reservt', 
to and from Avliicli transfers may be made, in the place of actual 
gold shipments. A much more ])raeticable method to the same, 
end — -which, in fact, operates aln'ady to a limited ext(‘nt - is 
that central banks should keep gold deposits with other central 
banks, into which they Avould accept gold payments, and from 
which they w^ould make gold payments. Yhese palliatives do 
not touch, however, the root of the problem. They merely reduce 
the actual shifting of gold from one country to another, but they 
do not in the least reduce the fluctuation of gold reserves, which, 
after all, is the principal evil. The expenses of gold shipments 
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may be superfluous, but they are paid out of profits on every 
occasion, so that they do no harm to any interest concerned. 
The central banks themselves benefit by them, as their selling 
price is higher than their bujdng price. The problem is not to 
eliminate this uneconomic but insignificant expenditure, but to 
moderate the changes in gold reserves, so as to protect the money 
market against violent fluctuations. It will be, however, difticult 
to find a solution without interfering with the automatic working 
of the gold standard. 

Paul Einzig 


Official Papers 

The Agricultural Output of England and Wales, 11)25. (Cnid. 

2815. Stationery Oilfice, 1927. ‘Ss. ijd.) 

Agriculture, in common with many other industries of this 
country, has sulTered from oflicial inability to implement at 
regular intervals the Census of Produetion Act of 1900. In 
1908 the first attempt was made, and a sixty-two page pulilication 
appeared, in which compass the agriculture of the whole of Croat 
Britain was reviewed; the 1913 inquiry, owing to the AVAir, was 
virtually abandoned; now there has appeared a volume of one 
Kundred and lifty-tw'o pages, but covering, unfortunately, only 
Knglaiid and Wales. 8uch a crude statistical comparison, how’- 
over, fails to do justice to the scope of the 1925 undertaking, for, 
in quality as w'ell as in quantity, it provides at long last a rich 
mine of information for those interostod financially, socially or 
merely academically in wdiat is still the largc'st industry of the 
former United Kingdom. To what extent this happy consum- 
mation is attributable to the incessant, and often impossible, 
demands of politicians it is not necessary to inquire; doubtless 
certain data were added to appease tliose w ho>«e ju’c-dctcrmincd 
views would in no event be modified by the results of any 
official investigation. 91ie 1908 Report was a colourless statistical 
compilation ; the 1925 Report is a living commentary in which the 
letterpress dominates the tables, and it covers, too, a far larger 
field than its title implies, for the agents of production — human, 
mechanical, physical and financial-— are fully analysed, and price 
movements during the last tw’o gemorations scrutinised. 

British agriculture has been sulfering recently almost as much 
from the attention of its friends as from that of its enemies ; both 
have taken the opportunity alfordod by the period of dein'ession 
—certainly less severe than at least two precursors in the last 
No. 147. — VOL. XXXVII. 
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century — to niiikc the wildest statements about its condition, 
and neither party lias refrained from putting forward the most 
drastic and uncalled-for proposals for its rehabilitation. No 
better corrective than a perusal of the present Report can be 
conceived. Those who freely state that the industry is declining 
in output can be referred to Chapter VI, where they will find 
clear evidence that the value of the latter was, in 1925, the 
necessary adjustments having been effected, exactly equal to that 
recorded in 1908. The fact that arable land represented 41*0 per 
cent, of the cultivated area in 1911-15, and 41*5 per cent, in 1925 
should restore a sense of proportion to those who, by harping upon 
“ the constantl}’ diinini.shing area under the plough,” proclaim 
their inability to distinguish between relative and actual iiiove- 
mciit.s. Writers, who, forgetful of the broad results of the 1921 
Census, expiate on the “ rural exodus,” might witli advantage note 
t hat recent occupational statistics do not support their contention, 
for 1925 witnessed an increase of 31,000 in the number of workers 
emplo}’ed over the corresponding ligurc for 1923. Turning from 
these popular misconceptions, the refutation of which would 
alone have justified the compilation of the volume, serious 
students of rural economy will, on almost every page, discover 
material, hitherto unavailable, emerging in slightly unexpected 
form. For example, Chapter X contains a full synopsis of the 
rental and gross value per acre of farm-land, separated both 
geographically and according to size-groups and types of practice. 
Here, while the general tendencies revealed are normal, e.q. 
grass-land almost invariably commands higher rents than arable, 
and both decline as the unit of area is enlarged, the actual figures 
themselves are frequently arresting. Tdius, 626’. per acre as 
the average rent of all holdings of from 1 acre to 5 acres in extent 
(coupled with a capital value of £60) is unexpectedly high when 
viewed in conjunction with the policy of reduction imposed upon 
large classes of landowners such as County Councils and other 
public bodies. Again, the difference betw'oen the over-all figure 
of 266*. per acre for “ mainly arable ” and 36s\ for ” mainly 
pasture ” holdings forms a largo gap, even if recent price move- 
ments of certain commodities are borne in mind ; the fact that 
the south-western counties command the highest rents for 
holdings up to 50-100 acres, after which point the north-west 
district assumes the lead to 300 acres, and the northern is supreme 
above 500 acres, is explainable by a combination of circumstances 
w^hich are not at first glance obvious. The capital value of all 
agricultural land and buildings — ^in England and Wales only, 
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it must be remembered — is given as £815,000,000, nearly ilO per 
cent, below the eorresponding estimate upon which an iinollicial 
scheme for State purchase was recently based. Tenants’ Capital 
(Live and Dead Stock and Tenant-right Valuation) adds 
£305,000,000, and thus represents rather less than the usually 
accepted one-thirrl of what is a truly formidable total. 

The very difficult problem associated with the number of 
persons respectively engaged and employed in agriculture at 
different periods is fully treated, and the discrepancies between 
the industrial Tables accompanying the Population Census, and 
the independent inquiries conducted at certain times by the 
Ministry, arc elucidated. In few occupations is the deliiiition 
of employer and employee (including in tliat term the former’s 
relatives and dependents), or of permanent and temporary worker, 
so hard to assign, and the ancillary and border-1 iiK^ occupations 
so numerous. The grand total of 1,100,241 persons engaged and 
employed in English and Welsh agriculture and horticulture 
formed, in 1925, tlic second largest aggregate of persons associated 
with any industry, and, if corresponding figures were available 
for both Scotland and Ireland, the still predominant position of 
agriculture in these Islands would be strikingly emphasised. The 
long-standing difficulty of correlating numbers of farms ” with 
those of “ farmers ” is adequately explained, and satisfactory 
grounds arc adduced for acceptance of a figure of 301,000 for the 
latter, as against 410,000 for the former. None but those ignorant 
of the elements of rural economy wall be surprised at the detailed 
statistics of density of employment, but, doubtless, many readers 
will continue to advocate blindly the policy of a ‘‘ denser settle- 
ment on the land,” regardless of the economic factors involved, 
and in this connection may fail to appreciate the relevance of the 
Tables showing the quantity of machinery now utilised in farming 
operations. 

It is not necessary to discuss in (hdail the ajialysis of output, 
which is convincingly demonstrated merely to have been modified 
in character, and accordingly alTords vindication of both the 
ability and the adaptability of English farmers, but page after 
page conveys an implied w’arning that neither acreage alone nor 
crude numbers of livestock is a reliable criterion as to actual or 
potential food supplies. Declining areas under orchards are 
revealed to be producing, by modern systems of management, 
heavier gross yields ; and the same is true where market gardens 
supersede farms, with concurrent modifications both in type of 
product and rate of yield. Conversely, there is clear evidence 
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that the present-day larger herds, by reason of smaller weights 
and earlier age at slaughter, give a reduced quantity of meat, 
albeit a quicker return to their owners. 

Perhaps the most contentious question tackled is the notorious 
one concerning the use to which the soil of the country is being 
put. Here we are carried little further, for those politicians who 
were most insistent in their demands for its elucidation have 
considered themselves deliberately burked by the negative 
character of the results, and agriculturists and statisticians, wdio, 
in their respective spheres, saw the impossibility of the task, have 
been vindicated. The truth is that none can define with accuracy 
such terms as “ agriculture ” and “ waste land,” or “ productive ” 
and “ under-farmed.” What is passable practice in one area at 
a given time may elsewhere, or in altered circumstances, form 
reprehensible neglect. Seasonal variations may entail temporary 
abandonment of tillage or grazing, economic depression can 
simultaneously reduce the standard of cultivation over wide 
areas and definitely place marginal land on the wrong side of the 
line. All that can be said at the present juncture is that there is 
an extremely small acreage of land that is unaccounted for, and 
it might bo ac}ded, in parentheses, that wanton under-cultivation 
is certainly not widespread. In this connection a really serious 
matter, viz. the growing loss of agricultural land, is apt to bo 
ignored. Many thousands of acres — from the nature of the case, 
frequently of the most productive character — are taken each year 
for housing and other social and industrial requirements, and if the 
agriculturists’ loss of raw material is offset by the land-owners’ 
financial gain, the supply of home-produced foodstuffs is certainly 
thereby modified in character, if not actually curtailed in quantity. 
As this is regarded, nationally, as a highly desirable movement, 
it will doubtless continue indefinitely, State-aided and fostered 
by modern systems of transport which facilitate the widespread 
dispersion of population ; but criticism of agriculturists for tlie 
use they make of the land should be tempered with knowledge 
regarding the uncertainty of their tenure of what are frequently 
to them the most economically valuable portions of it. 

For many years past, certain readers — too few in number, it 
is feared — have been accustomed annually to welcome the 
admirable summaries prefacing the official “ Agricultural 
Statistics.” Anonymity is the rule in such publications, but as 
the name of Mr. K. J. Thompson, Assistant Secretary to the 
Ministry, who is responsible for their preparation is also appended 
to the introduction of the present Report, it seems legitimate to 
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offer him personally, as well as his staff, hearty congratulations 
upon carrying through so skillfully an enormous piece of work 
and, withal, presenting its results so attractively and clearly. 
Only those who have been, or are, engaged in extracting and 
handling economic and statistical data relating to this particular 
industry can have any conception of the difficulties which have 
been overcome. Perhaps the best compliment to pay them 
is to say that their product is worthy to rank with the Reports 
of many Royal Commissions, and it possesses, moreover, one 
advantage over those inquiries, in that, based upon an extension 
of the annual schedules, it was carried through by means of the 
regular personnel, headquarters and local, of the Department, 
and has, therefore, cost the taxpayer a very small sum. It is 
to be hoped that a large proportion of both urban and rural 
representatives of that body will peruse its contents, as it forms 
tlic best means for the townsman to acquire, not an impossible 
“ rural bias,” but, what is far better, an unbiased outlook, and at 
the same time it encourages the countryman to hold his head a 
little higher — pursuits equally commendable in both sections of 
our population. 

J. A. Venn. 


Report of Grain Futures Administration. (U.8. Department of 
Agriculture, Washington, No. 1470 D.) 

European criticism of the Chicago wheat pit as a grain market 
given over to a disproportionate amount of price manipulation is 
candidly confirmed by an interesting official report just issued by 
the United States Department of Agriculture. 

The report covers an investigation made by the Chief of the 
Grain Futures Administration and the Assistant Market Specialist. 
The Grain Futures Administration is a departmental bureau 
established in 1922 to investigate, among other things, complaints 
against the various grain exchanges. The report discloses the 
fact that “ the eight largest speculators ” on the Chicago Board of 
Trade controlled at will the prices of “ May wheat futures ” in 
1 926, that is, the price of May wheat for future or forward delivery. 
The “ eight ” were too wise to attempt a corner,” but they 
manipulated the price with ease, regardless, apparently, of any 
possible intervention from Winnipeg, Liverpool or the Continental 
corn exchanges. After setting forth their findings at some length, 
the two investigators unite in declaring that “ effective limitations 
upon the operations of large speculators ” must be placed, 
preferably by the Exchange itself, “ if the futures market is to best 
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serve ... in the process of moving grain from the farm to the 
consumers of this and other countries.” 

As a matter of fact, this is the Department’s second warning 
to the Cliicago grain market, a similar though somewhat milder 
report having been issued last year covering the manipulation of 
May wheat futures in 1925. A third offence might easily result 
in (k)iigressional legislation ; a committee of Congress has visited 
Chicago and taken testimony regarding the methods of the 
famous wlieat pit. The two experts, however, urge the Exchange 
voluntarily to set its house in order by (a) definitely limiting the 
number of millions of bushels of grain for future delivery which a 
broker would be allowed to swing in a given day, and (b) by 
limiting artificially the daily range of prices for forward delivery. 
This sounds like attempting the impossible, but in reality, owing 
to the technical and conventional (not to say artificial) character 
of the futures market, such a restriction would not, it appears, 
prove as difficult as it sounds. 

To European consumers the report will be significant chiefly if 
it leads to a regime of less violent fluctuations in the price of North 
and South American wheat €7i route to the consumer. But to the 
student the report should prove of interest for three reasons : 

First, it breaks new ground in the analysis of market prices. 
By the systematic examination of several hundred miles of “ ticker 
tape ” revealing the amount of sales minute by minute and hour 
by hour, as well as the price fluctuations, together with a study 
of the “ floor books ” or “ trading books ” of the brokers in the 
wheat market, the investigators w^re able to trace a close 
parallelism between the price fluctuations and what might be 
called the “ personal equation ” as reflected in the net trading 
position of the eight biggest operators on the one hand, and the 
small fry on the other. This is a method with interesting possi- 
bilities. European consumers of tin, for example, who frequently 
complain that tin for forward delivery is unduly influenced by 
the large-scale operations of a well-known London dealer, could 
by this method (given the proper facilities) put their convictions 
to the test. 

Second, dissociating itself from the familiar popular denuncia- 
tions of the wheat market as a plaee given over wholly to specula- 
tion, the report discriminates carefully between (a) the “ higgling 
of the market ” as affecting the price of grain for immediate 
delivery when a fairly definite visible supply is pitted against an 
accurately gauged demand, and (6) the price in the futures market 
where the supply of opinions as to the probable tendency of the 
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price of wheat is practically unlimited. Tl is at this point, the 
report points out, that the present technique of the ][':rain exchange 
proves inadequate. 

Third, exploding a popular view, the iiuavstigator.s found that 
it was not the mere volume of trading which affected prices so 
much as it w^as the manner in which futures were bought and sold. 

The report reads in part as follows ; 

“ When the trading of the eight largest speculators in the 1926 
May wheat futures on the Chicago Board of Trade is compared 
with the daily price changc.s, the one is found to correspond 
closely to the other. This is true whether the comparison is 
made within the trading day, from one trading day to the next, 
or over a period. The larger the net trading, or the net position, 
of the large speculators, the more direct the influence on prices. 
On some days the large speculators do not change their position 
while the price moves up and down. On the days on which they 
do change their position, some arc changes to an unusual extent 
and immediately affect the price, while others are small and show 
no resultant effect. ... It is the manner in which sales or 
purchases arc made, rather than their mere volume, which vitally 
affects the course of prices. Our graplis show that there is a vital 
difference between a purchase or sale of 5,000,000 bushels made by 
several hundred small traders semding in ortlers intermittently to 
be executed ‘ at the market,’ and the purchase or sale of an equal 
amount by one or two traders closely directing the manner in 
which their orders are executed and noting their effect upon the 
price. . . . 

“ The supply of a particular grain future which inaj" bo 
offered on the market at any moment, without any possible way 
of predicting it, is practically unlimited. There is no direct 
relationship whatever, other than for a short period during the 
current delivery month, between the supply of actual grain 
available for the market and the supply of grain futures which may 
be sold. Likewise there is no direct relationship between the 
demand for actual grain and the volume of buying which may at 
any time enter the futures market. In this respect the buying 
and selling of futures differs, in degree at least, from the purchase 
and sale of actual grain. In the latter case the total supply is 
limited by the actual stock multiplied by the rapidity of turnover ; 
in grain futures the stock may be any amount and the rapidity of 
turnover very high. 

“ It is because of this lack of any natural limit to futures 
trading growing out of the needs of commerce in the merchandising 
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of nny given crop that it is subject so often to abuse. Our infor- 
mation shows that the futures price moves up and down with the 
net positions of a few leading speculators. The reason why the 
price so moves is that large amounts arc bought and sold at a 
single time followed by additional large units. There is apparently 
no limit to the volume of buying or to the volume of selling in 
futures, and as the result, market resistance or support promptly 
weakens. 

“ The remedy for this condition has already been suggested 
ill an earlier report of the Grain Futures Administration on 
‘ Fluctuations in Wheat Futures.' Some limitation on the lines, 
long or short, 1 and upon the extent to which an individual 
speculator may buy or sell within the limits of a trading day is 
necessary. In addition, it seems advisable to place some 
limitation upon the extent to which prices of grain futures may 
iluctuate within a single day. These conclusions arc based on the 
assumption (1) that the grain trade and the farmers desire a 
greater degree of price stability than now exists, and (2) that 
supply and demand factors growing out of actual grain conditions 
should have a relatively larger, and futures trading of itself a 
relatively lesser, importance in determining grain prices. 

Such limitations ... are no doubt artificial, but in dealing 
with artificial, and, in a sense, unnatural, attempts to move 
prices out of their normal course we may be justified in using more 
or less arbitrary means to keep (hem within the n'asonablo bounds 
of natural movement as -governed by the legitimate forces of 
supply and demand. 

“ Both of these arc problems which should be solved by tlie 
grain exchanges themselves. . , . It is evident that immense trading 
operations obviously designed to influence prices, and especially 
operations which involve heavy swings from one side of the market 
to the other, have neither economic nor moral justification. 

'' It seems equally true that a futures market in wdiirdi an 
individual trader may buy or sell wdthin a single tracling day a 
quantity equivalent to 10 per cent, or 12 per cent, of the total 
trading for the day in the dominant future is not a market based 
on the supply of, or the demand for, actual grain.” 

This report may prove to be something of a landmark in the 
slow evolution of what is at present the world’s principal wheat 
market. Already the wheat market in Winnipeg, the venerable 


1 Tn th(j jargon of tlio wlieat i)it, a “ lino ” is the net total of tho speculator’s 
fominitnicnts at tho orid of the day — “ long if, on tho wliole, ho is buying wheat 
futures, “ short ” if ho is soiling. 
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Produce Exchange in New York and the Corn Excliange in Liver- 
pool dispute with Chicago the business of operations in futures. 
The day is past when a Levi Z. Leiter or a Hutchinson in Chicago 
can attempt a corner ” in wheat with any hope of success. The 
task remaining, as this report sugge.sts, is to make it impossible 
for any group of speculators to rock the market by the enormous 
impact of their massed “ opinions ” as to the future price of wheat. 

C. T. Hallinan 

Co-opemliie Industrial Research; an Account of the Work of 
Research Associations under the Gorernment Scheme. (Depart- 
ment of Scientific and Industrial Research. Stationery Office. 
1927. 9f/.) 

“ The Covernment Scheme for Industrial Research ” was 
issued in 1918, when a fund of a million sterling was placed at 
the disposal of the Department, in order to assist manufacturers 
who were to be themselves responsible for organising and directing 
the conduct of researches. When a Research Association has 
been formed in any industry, in the form of a Rcsi'arch Company 
limited by guarantee and working without dividends, the Depart- 
ment contributes, within prescribed limits of income, pound for 
])ound of what is contributed by the industry. The results are 
the property of the Association, but the Department, in consulta- 
tion with the vXssociation, has the right to communicate them 
to other industries for their use on suitabhj terms. Of 26 
Associations thus formed, 22 have now been in existence for more 
than five years. The list is a very representative one, but the 
degree of support varies greatly; for example, in the woollen 
and worsted industry about one- third of the firms, representing 
two-thirds of the capital, support the Associat ion ; in the scientific 
instrument industry, in cotton, and in some branches of the 
electrical industry, the percentage is on either basis very high. 
But on the whole “ the movement has not yet secured, in the 
majority of cases, cither the degree or range of support that will 
enable it to become the powerful factor in the restoration of 
industrial prosperity which it might and ought to l)e.” The 
advantages offered to individual firms by membership are so 
important (since they may not only participate in the results of 
general investigations, but may also ask for a particular research 
for their sole benefit to be undertaken at cost price) that a wide 
circulation of this Report is most desirable. 

Many striking instances are given of the nature of the research 
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carried out. Thus, it is in the interests of economy that insulated 
cables should carry tlieir inaximuin load of current, since the 
cost of cables represents from one-third to a half of the total 
cost of electrical generating plant. But as insulation fails after 
a certain temperature, it was important to investigate the question 
of safe loading under different conditions of soil and methods. 
These are now known under most conditions ; and the improved 
value of existing cables, through safe use of capacity, is estimated 
at four millions, with a saving of £300,000 per annum in respect 
of new purchases. 

The Report points out that co-operation has in this way not 
only been extended over a particular industry, but has also 
included allied industries, so that the points of view of producers 
and users may alike be represented. Again, a field is being 
created for employment of trained scientists in industry, leading 
to positions of responsibility such as to make a high scientific 
training with this purpose worth while; this has been one of 
the great desiderata from the side of technical education. 

Economists will see, in the account given, a method not only 
of great technical value to industry, but also a growth of those 
relations between producers still competitive which are “ rational,” 
and which have a place in the whole modern problem of association 
and combination. Either a balance of competitive forces, or the 
serious issue of monopolist development. There is here a con- 
tribution to the side of balance. 


Stali.dical Abstract for the United Kingdom ^ for each of the Fifteen 
Years from 1911 to 1025. (Cmd. 2849. fiv.) 

The seventieth Abstract includes new Tables on climate; 
population (natural increase and net loss by migration) ; birth- 
places of the population, vital statistics; insurance and pensions ; 
trade unions, strikes, wages; numbers employed in industry; 
banking, currency, finance; agricultural holdings, etc. The 
form of a number of other Tables has been revised. 


Report of the Ministr}! of Lahonr for the Year 1926. (Cmd. 2856. 
2s. Gd.) 

The administrative record of the Ministry relates to its 
functions in respect of Industrial Relations (Conciliation and 
Arbitration) ; Employment (Exchanges, Assisted Oversea Settle- 
ment, etc.) ; Unemployment Insurance (including Special 
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Schemes) ; Choice of Employment, and Employment of Juveniles ; 
the Trade Boards Acts; Statistics; and International Labour 
Questions. There are very full statistical Appendices. 

Report of the Committee on the Disintereded Mana^jement of Pullic- 

houses. (Crnd. 2862. M,) 

This Committee was appointed in 1925, with Lord South- 
borough as chairman. The main systems reviewed are the 
Public-house Trust ComjDanics and Associations, and State 
Management. As regards the former, the total capital employed 
is estimated at two millions; its main field is the management 
of country hotels and inns; the movement cannot be said to 
have touched the problem of the town public-house.” Its exten- 
sion is also hampered by the high capital cost of acquisition, since 
90 per cent, of existing licences are tied to brewers, a tie which 
gives them a high selling value. Within its sphere, the system 
lias done valuable pioneer work. The largest part of the Report 
deals with State management in a few areas where this system 
was established during the war and continued afterwards, notably 
the Carlisle area. Certain general advantages are noted which 
depend on the fact of monopoly and single control. The number 
of houses has been reduced by 50 per cent., their quality improved, 
and their scope extended to other functions than the supply of 
liquor; but it is not established that there has been any special 
reduction of consumption of drink in these areas. It is not 
proposed either to terminate c^r to extend this experiment. On 
the wider question of the “ improved piililic-house,” a matter 
lying mainly in the hands of brewers, the Committee is sym- 
pathetic to improvements and enlargement of premises, but is 
unable to suggest any legislative methods, and the matter is 
left in the hands of licensing justices. 

Report of the Great Marlborough Street Advisory Committee for 

Juvenile Employment, for the Year 1920. (Stationery Office. 

14 pp. 6(7.) 

This Committee, appointed by the Minister of Labour in 
1924, reports considerable progress. Its activities “ are centred 
chiefly in co-operation with employers, and the placing of boys 
and girls from the areas of other Juvenile Advisory Committees 
and Juvenile Employment Bureaux.” The Committee also gave 
assistance to a number of outside bodies in the placing of special 
cases. Out of about 11,000 vacancies over 8000 were filled. 



494 


THE ECONOMIC JOTTRNAT. 


[sept. 


Details of much interest are given as regards co-operation with 
schools, visits to employers, the supervision and after-care of 
boys and girls, tlie progress made after appointment, and the 
typo of applicant souglit by employers. 

Report of the r)h<i pert ion CounnUtee of Trustee Savings Banks for 
the Year ended 20lh November, 1920. (Stationery Office. 
1927. 4^/.) 

Tjie figures show increases in Funds since 1891 of about 
double, thirty-fold, and eight-fold, in the Departments of cash, 
stock, and special investments, and of 55 per cent, in the number 
of dej)ositors. 

Guide to Current Official Statistics of the United Kingdom, VoL Five, 
1926. Issued by the Permanent Consultative Committee on 
Official Statistics. (Stationery Ofilce, 1927. 1*’.) 

Including full explanations for its use, this publication 
enables the investigator to find his way among sources of infor- 
mation on any subject of inquiry. 

Polish Economic. Conditions in 1920. Published by the Ministry 
of Finance. (Warsaw, 1927.) 

“ Poland made in 1920 good headway in the direction of 
economic progress.” The stabilisation of the zloty was accom- 
plished, and a lasting equilibrium of the Budget was secured. 

Economic Status and Health. Public Health Bulletin, No. 165. 
(Washington, 1927.) 

An examination of morbidity and mortality rates from all 
causes in diflereiit economic classes; of adult mortality by age 
and cause, child morbidity and mortality, and infant mortality, 
according to economic status. The review includes an examina- 
tion of the data for England and Wales, and other European 
countries. 

Memorandum sur les problemes economiques de VEurope centrale. 
Redige sur mandat du Congres economique de VEurope centrale 
pour la Conference honomique inter nalionale, par E. Hantos. 
(Vienna, 1927. Pp. 22.) 

This Report is based on two conferences, one in September 
1925 dealing with the general economic problems of Central Europe, 
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and one in October 1926 dealing specially with transport. Re- 
solutions were adopted drawing attention to the complex economic 
conditions created by new national administrations, as regards 
trade, finance and communications, and these were submitted to 
the Geneva Conference. M. Hantos supplements these Resolutions 
by an account of the conditions existing, and discusses the problem 
of rapprochement in its chief aspects. 


Twenty-sixth Financial and Economic Annual of Japan, 1926. 
(Government Printing Office, Tokyo. 2 yen.) 

Statistics of Finance, Agriculture, Industry and Commerce, 
Foreign Trade, Banking, and Communications. With diagrams 
and introductory Tables. 

La Suisse economique et sociale. Premiere partie : Expose 
historique et systematique. Deuxieme partie : Texte des 
lois et ordonnances. (Departement Federal do Tficonomio 
publique. 2 vols. 1926-7. Pp. 854 -f 1103.) 


OBITUARY 

Joseph Shield Nicholson 

By the death of Professor Nicholson, Scotland has lost an 
outstanding economist and the study of the subject is the poorer. 
He held the Chair of Political Economy and Mercantile Law at 
Edinburgh for the long period of forty-live years (1880-1925), 
and there were few questions during these eventful years, in 
which economic principle was involved, which ho did not treat 
with force and insight, either in brochures or in articles which 
appeared in journals as diverse as The Journal of the Statistical 
Society and The ScyOtsman. In fact this was the secret of 
a part of Nicholson’s influence. He felt that, in addition to the 
economist by profession, an appeal should be made to the ordinary 
citizen, and he had the faculty of lucidity of writing, which enabled 
him to expound recondite economic problems in a manner which 
appealed to any one who had an interest in the subject discussed. 
An excellent example of this is to be found in his papers on 
monetary problems arising out of the Bimetallic controversy, 
which were reprinted in his book on Moiiey and Monetary Problems 
as far back as 1888, 

What is particularly impressive in Nicholson is his many- 
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sidedness. From Edinburgh he went to Cambridge, where he 
was a scholar at Trinity in the early years when Marshall was 
teaching Economics, and from Cambridge to Heidelberg. In the 
seventies of last century he was in touch with German writers 
on the subject, while ho learnt at Cambridge a capacity for exact 
methods of thinking. As a background to this there was some- 
thing traditionally Scottish, which may perhaps be expressed by 
saying that whatever is clearly analysed and thought out can be 
clearly expressed. Nicholson’s veneration for Adam Smith is 
a clear proof of this, and it was in every sense a labour of love to 
him to edit The Wealth of Nations, his edition of which appeared 
in 1884. In addition there was something which was peculiarly 
Nicholson’s own. He had a most highly developed artistic 
sense, which made him kin to the great period of Italian Literature 
and Art. And thus he found time to write two books on Ariosto. 
Then, too, as his economic writings show, he had an impulse 
towards deiinitely creative work which economic investigation 
could not wholly satisfy, which is the explanation of three 
romances which he wrote between 1888 and 1890. 

Apart altogether from these varied endowments of mind, 
Nicholson had a quiet force of character which contributed in no 
small measure to the influence he wielded in tlie somewhat 
exacting position of a Scottish Professor. Ho belonged to the 
old school of Scottish professor who spent himself freely on his 
students during the winter, not only giving lectures carefully 
prepared and finished in form, but also stimulating and cultivating 
the enthusiasm of his classes for the subject, lie then had the 
period from April to September for his own work, being almost 
the last of the Scottish professoriate to continue the practice of 
strenuous winter teaching of the old style. It is dinicult now to 
realise that for almost a generation he was the sole iiidepend(‘nt 
representative of Political Economy in the Scottish Universities, 
since during this period in the others the subject was still included 
within the domain of Moral Philosophy. Thus Nicholson felt 
that he had a great province and a large responsibility, and he 
was able to make the study a real and a living one in the north 
by a happy combination of his natural gifts and by strenuous 
industry. His Chair at Edinburgh was a soui’ce of inspiration 
to a long line of students, many of whom, in their turn, have served 
scholarship and the country well. By his numerous writingi^ 
Nicholson may be said to have cultivated Political Economy 
both extensively and intensively — in the latter method by works 
intended mainly for serious students, and in the former by articles 
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tand lectures for the general public. Besides, on a number of 
occasions he addressed the Edinburgh Chamber of Commerce 
in order to present the Directors with the considered judgment 
of an Economist upon a particular urgent problem v/hich was 
before them. 

If one boars in mind this conception of his office, it gives a 
unity to a great mass of publications extending over more than 
forty years. After an early essay on Machimry and Wages (ISTS), 
ho made a special study of Agriculture, which resulted in Tenant 
Gairii not LandlonlT Loss in 1883 (a subject to whicli he returned 
from a different standpoint twenty years later). Then for a time 
he was immersed in monetary problems. Feeling the want of a 
text-book for his classes, he began to consider the writing of 
one. By 1893 the first volume of his Principles iippearcd, which 
was followed by a second in 1897. Tliis carried the treatment of 
the subject to the end of the study of foreign trade, and four years 
later there followed a final volume treating (»f “ Fconomic 
Progress," which involvial a large historical investigation, carried 
out not only from British sources, but also trcaterl comparatively 
by reference to conlincntal conditions as well. Work on The 
Principles occupied him from about 1890 to 1901, during which 
interval he published nothing else of importance except Strikes 
■ and Social Problems (1896). T'he publication of the third volume 
of The Principles was followed by a short breathing space before 
a new series of questions arose, which as a[)pears to us inaugurated 
something of the nature of a new^ epoch. A tract on The Tariff 
Question was issued in 1903, followed by a History of the English 
Corn Laws in the following year. A Project of Empire, tliough it 
was not published till 1909, belongs to the same controversy. 
Between 1903 and 1909 he returned to agricultural questions, 
dealing with rating and rural depopulation (lOO.") and 1906). The 
w ar aroused his patriotic sjiirit, and he wrote on successive phase.s 
of the struggle: 'Lhe Neutrality of the Cnited Statc'^ (lOlu), ITur 
Finance (1918) — which was a reprint of a large numbi r of art ides 
w^hich had appeared during the war-years — Inflation (1919) and 
The Pei'ival of Marxism (1920). 

Nicholson’s life and work may perhaps be best described as 
that of a lineal successor to Adam Smitli, and if one desires to be 
more precise, it is necessary to add Adam Smith as Nicholson 
conceived him — “ a man who, instead of being cosmopolitan, was 
intensely nationalist, or rather Imjierialist " (Ikur Finance, 
2nd ed., p. 416 ; cf . A Project of Em pire). Throughout Nicholson’s 
writings there is a deep under-current of a sense of duty, of 
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patriotism and of love of his fellow-men, leading np to the remark- 
able final chapter of his Principles ^ the drift of which is that the 
ultimate end of the economic life is “ to elevate and purify the 
soul.” This is, as has been said, the under-current of his writings, 
and whoever misses it, even in the more controversial passages, 
has failed to realise the message Nicholson had to deliver. 

Like Adam Smith, Nicholson laid stress on the broad human 
aspects of the subject, yet without allowing his keen sympathy 
to dcllccb him in the least degree from the universality which a 
truly scientific attitude demands. It i.s true — again like Adam 
Smith — ho often condemns abuses sternly, and not infrerpiently 
with biting satire, but it is as one sorrowing over the perverse 
mistakes of imperfect men. He delighted in a large canvas atid 
he drew inspiration from many sources. rhiloso})hy, law, 
history and statistics w'cre each used in turn to supply links in 
the general argument, which became more and more impressive 
in its cumulative elfect. 

Long experience of teaching, directed by his .strong artistic 
sense, made it necessary for him to find the best possible e\[)rcs- 
sion of his tliought. 1 1 is sense of literary form resulted in 
pellucid exposition, which carries his rea<ler 0 !i from stage to stage 
in the investigation, which is l)rigliteucd by apt illustration and 
happy allusions. As a re.sult the way is sometimes made {ilmf>st 
too easy for all but the most careful readers. The delightful 
form of the writing charms so much that there is a danger of 
missing the long, laborious pro(‘e.>se'^ of tliought by v Inch tlie final 
conclusion is reached. Nicholson was a. master of concentration. 
Here he differed from Adam Nmitli, and holiind the diirerence there 
was a methodological theory, w'hich may thu.s be summarised. 
Nicholson held that in the time of Adam Smith, when the study of 
economic conditions wa.s being undertaken in a new' spirit and on 
a larger plan than ever before, it was incunihont on the wTiter not 
onh' to collect data from every availalile source, but also t«) 
expound his results from many different lines of apiiroacli, so as 
to ensure that some one or more of the.se would find a response in 
the mind of every reader. On the otlier liaiul, w4ien, more than a 
century later, the subject had been systematised, it should bo 
possible to proceed more directly. This theory or point of view 
resulted in condensation wliich, owing to Nicholson's gift of style, 
was expressed in the happiest form. Tor the reader wliose mind 
was €71 rapport with that of the author, tlie result was extra- 
ordinarily stimulating. It W'as possible for the former to supply 
the steps in tlie argument, which were treatiid allusively, rather 
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than in detail. Contrariwise to a different type of mind, there 
would be continual questions as to parts of the discussion whicli 
seem not to be fully explained, or aspects of the subject under 
investigation whicli appear to bo no more than touched on. It 
might almost be said there were two Nicholsons. Eesidos tlie 
author of The Principlc.i there was the Professor in his study, 
smoking one cheroot after another, and discussing some economic 
question. Then he went on from point to point slowly and with a 
painstaking analysis of even the most minute details, so that an 
apparently simple investigation tended to become exceedingly 
protracted. In this respect he dilfered from a writer in another 
held — Bernard Bosanquet. Both had the power of cxi)ressing 
themselves briefly and well in their books. In conversation 
Bosanquet had the same clear-cut, exact and concise form of 
expression : Nicholson gave in detail, slowly and even laboriously, 
the various steps of his analysis, which were usually rather 
indicated than fully recorded in his writings. It is for this reason 
that there was vastly more in his conversation and in his teaching 
than can bo found in his books except by those who bring a 
highly developed interpretative faculty to the reading of them. 
On the other side, in the books one feels that out of many ways of 
expressing a particular thought, invariably the best has been 
■selected. Like an oriental-cut diamond, a re-cutting under the 
best modern methods gives new facets and greater brilliancy, but 
a material part of the original disappears in the process. 

The economic writings of Nicholson may be divided into two 
main jjeriods, the first of which ended with the completion of his 
T rind pies in 1901. Like the other British economists in the last 
third of the century, he was under the impulse of the Clai^'^ical 
School. At the same time, ho felt the inlluenco of the movement 
which was making for a new development. Thougli ho used the 
mathematical method — as, for instance, in bis Essays " On the 
V^ariations in the Value of the Monetary Standard ” (1SS7) and 
“ The Causes of Movements in General Prices” (ISSS) — he felt 
that there was a serious danger of its being elaborated to an extent 
which precluded vcritication. A not dissimilar view to that, 
which had been stated by Nicholson in 1S9:>, w’as borne in 
upon some of his contemporaries later (cf. this Journal, V'^ol. 
NXXVI, p. 150). The new spirit showed itself in Nicholson in 
the desire for a further appeal to fact, partly quantitatively 
through statistics, partly in tb.e order of time through the inter- 
w^caviiig of historical investigation with the interpretation of it. 
Thus he WToto in the first volume of his Principles, “ The attention 
No. 147. — VOL. XXXVII. ^ 



nuo 


TKE ECONOMIC JOURNAL 


[sept. 


which luis I’cccntly been bestow’ed upon economic history, as will 
be shown by numerous examples in the course of this work, has 
led to important modifications of previously accepted theories ” 
(pp. 10-20). This combination of analysis and history was 
fruitful and suggestive as employed by Nicholson, for he always 
bore in mind his own canon of historical criticism as to the danger 
of accumulating facts without a rational system for the 
classification of tliem. 

Another characteristic of this worlc which he mentions from 
time to time and whicli was ever before his mind was the need for 
pro])ortion. It is to this, perhaps, more than anything else, 
that v e owe the Principle.'^ as a rounded whole — perhaps the last 
of the stately “ three-deckers.” 

Then, too, there is the humanism of the whole. Nicholson 
was not only wider in his scope than J . S. Mill, he had the essential 
liuman touch that the writing of Ricardo seems to lack. These 
varied characteristics meant, in fact, a return to the tradition of 
Adam Smith. 

The second phase of Nicholson’s w'ork began in the present 
century, when he devoted himself to the consideration of current 
economic problems from the larger standpoint of the economic 
welfare of the nation. He entered into discussions relating to the 
fiscal controversy, the most important result of which was the 
Project of Empire (though this book was not issued until 1909), 
in which he advocated free trade within the Empire, building up a 
scheme wdiich included “ imperial defence, to which every nation 
or dominion or commonwealth or dependency or possession 
contributes i^s share ; a system of representation by which every 
resjionsible constituent of the Empire has a voice in the control 
of the cojiccrns of the whole; an immense internal market for 
every part of the jnoduce of all tlie constituents ; a customs union 
and a common policy in commercial relations with other countries ; 
a policy adverse to every kind of monopoly, and favourable to 
f'verything that increase's the j)rosperity of the great body of the 
people throughout the Empire” (p. 271). Seven years later- 
seven years in which so much had happened — he returned to the 
same subject in his Essay entitled Free Trade and Protection : a 
Reconc il iat ion ( 1 9 1 (3) . 

The war came as a trumpet call to Nicholson. He felt it, 
and he felt, too, that he had a patriotic duty to discharge. From 
a position of complete? independence, for he did not attach himself 
to any of the w^ar-time ministries or departments, he endeav^oured 
to place his knowledge and his experience at the disposal of the 
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public, through a series of articles contributed to the Press and 
particularly to The Scolsmaii, extending over the whole period 
of the war, and which, when reprinted in his book on War Fitiance, 
extended to close on 350 pages. He felt his responsibility very 
keenly. Always a careful writer, in this ease he was particularly 
exacting to himself, having rewritten some of his articles five or 
six times in order to attain the right c<mibination of judicial 
fairness and practical emphasis. All through he felt that the 
struggle was one for a moral ideal, and he pleaded and strove and 
sometimes stormed against any economic measure whieli would 
in any degree detract from this. 

It can be fairly claimed for Nicliolson that he was not one of 
those who are wise after the event, '['he day before the declaration 
of war he made an estimate that, in the event of this country being 
a belligerent, the more f)robable anticipation w ould be that price's 
would fall ; subject to the qualilication that, if the war assumed 
an anti-commercial character, the movejiient might be in the 
opposite direction. This was the estimate framed on the basis 
of a prudent management of the currency. A fortnight later (on 
August 18, 1914) he had sensed what lie later expressed more 
definitely, that “ every one of any importance in the country had 
forgotten all about the principles of currency,'’ and he issued a 
plain, though guarded warning against the evils of an inconvertible 
paper currency and the danger of a great rise in prices. This 
formed the central idea of his writings during and immediately 
after the war, but the main thought w as traced in many directions. 
He deplored the withering of the devotion of the early war 
months, and the replacement of the idea of sacrifice by that of a 
scramble for the various bonuses in the forms of over-liberal 
terms to financial interests, to tenderers to tlui (lo\ eriiment, to 
merchants and manufacturers and to labour — all together con- 
stituting the most astonisliing fungus that ever afllicted a long- 
sufTcring nation in wair time.” H('. maintained that the funda- 
mental moral position was that during a state of hostilities every 
one ought to expect, on the whole, to be worse off than in time of 
peace. As he put it, “ the greatest truth about w ar is that war 
must involve sacrifice, and the greatest error is to imagine that 
sacrifices can be made equal in the ease of individuals.” In- 
flation of currency led to a species of moral inflation through which 
the moral fibre of the nation became loose and flabby and material 
needs were over-emphasised. 

It would be a mistake to consider that Xicliolson’s criticism 
was altogether destructive. It is true he was impatient with the 

L L 2 
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now gospcl!=i whose miracles were “ the rosurrectioa of old economic 
fallacies in the naked simplicity of new-born truths.” He 
regretted the departures from the economy of Victorian finance, 
ho never tired of urging tlie necessity of arresting inflation and of 
a return to the gold standard. These heroic negations should, 
in his view, have been supplemented by calling upon the patriotism 
of the people, elTectively and without ambiguity. Ho was in 
favour of compulsory loans, arguing that, in the face of com- 
pulsion on life, objection to compulsion of money is negligible, 
'riie food shortage should, he thought, bo dealt with by heavier 
indirect taxation coupled with the abandonment of bonuses 
designed to relieve the recipient of them from the burden of such 
increased taxation. As against the argument that such measures 
would result in grave unrest, his reply was that it was the inflation 
which caused the unrest, and the real cure was to first stop and 
then reduce the inflation. 

In all Nicholson’s writing during the war and the disturbed 
period that followed it the elevation of his spirit stands out. He 
had a supreme trust in the future of the country and in the soul 
of its people, if only they were told the truth and given the reasons 
for the sacrifices required from them. He felt, and was never 
tired of saying in varied forms, that almost the only economy 
which was practised at that time was an economy of truth and 
plain speaking. As far as lay in his power, ho set himself to 
remedy this defect. On the whole his logic is unassailable, but 
who is ever convinced by logic when the tide of feeling runs d('op 
and strong ? In Nicholson’s mind there were no doubts nor was 
there room for despair. One of his latest brochures ends with an 
allegory adapted from .John Bimyan, where the journey of 
Cliristian and his companions through By-path Meadow is 
described. They were lashed with storm and were compelled to 
retrace their stops. They liad to sleep in the grounds of Giant 
Despair, and are carried to Doubting Castle, but in the end they 
went on and came to the Delectable Mountains. It was the vision 
of the Delectable Mountains, reached at length after many 
sacrifices, falls and stumblings, that Nicholson had always before 
him, and it was something of this vision that he tried to share with 
his readers. 


\V. R. Scott 
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Frederick Lavikgton 

The Cambridge School of Economics has suffered a severe 
loss through the death, on July 8, of Frederick Lavington, Fellow 
of Emmanuel College, and Girdlcrs’ Lecturer in Economics in the 
University. Lavington was born in 1881, but it was not until 
1908, after eleven years’ service in the Cajntal and Counties 
Bank, that he went into residence at Cambridge. At the end of 
his first year he was given a scholarship at Emmanuel; in 1910, 
he was placed in the first class in Part I of the Economics Tripos, 
and in 1911, in tlie first class in Part IT. He then received a 
research scholarship from his College, and in the following year 
he won the Adam Smith Prize for a dissertation on “ The Agencies 
by which Capital is Associated with Business Power.” By this 
record ho was fully qualified for an academic career, but, although 
he keenly enjoyed the intellectual companionship of university 
life, Lavington’s natural bent w'as towards administrative work, 
and in 1912 he obtained a post in the new Labour Exchanges 
Department of the Board of dVadc. While there he became very 
seriously ill through some mysterious defect in his pancreas. 
Ho was told, on high medical authority, that he could not live 
more than six months, but the doctors were evidently unaware of 
the extraordinary t(uiacity of hi.s spirit, and. though he never 
recovered his full physical vigour, he survived for over ten more 
years of active mental work. 

Returning to Emmanuel College in 1918, Lavington was elected 
in 1920 to the Girdlcrs’ Lectureship in Economies, and in the 
following year he published a substantial volume on Tha English 
Capital Market. In 1922, he received his Fellowship, and 
})ublished a useful text book on The Trade (-yde. Despite his 
ill-health, he took an active part in the life of the University and 
his College; helping to draft the new statutes arising out of the 
report of the Royal (a)mmission on Oxford and Ccirnbridge; 
delivering his University lectures; taking part in the administra- 
tive work of the College ; and presiding over the college Hockey 
Club and a lively Emmanuel Economics Society. The final 
breakdown of his health occurred through overwork connected 
with the Tripos examinations, and he died, as lie was determined 
to die, in harness. 

Lavington was the most orthodox of Cambridge economists. 
The whole Cambridge school is supposed, by some people, to be 
dominated by the teaching of Marshall, and it is true that Marshall’s 
analysis is broadly accepted there as the background of economic 
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thought. But Lavington went much further than this. He 
seemed almost to believe in the literal inspiration of Marshall’s 
Principles. His own work on the Capital Market was designed 
to fill in the details of one corner in Marshall’s broad picture, but 
ho held that the work of economic analysis had been practically 
completed, once and for all, by Marshall, and that only the 
application of that analysis to practical problems remained to be 
done. It’s all in Marshall, if you’ll only take the trouble to dig 
it out,” was one of his favourite dicta; and Marshall’s lightest 
word on any economic point would carry extraordinary weight 
with him. Thus, in writing on economic subjects, he had 
something like an inferiority complex, and deliberately adopted 
an arid and pedestrian style. There is no trace in his books of 
his vivid personality, his keen appreciation of literature, or the 
vivacious wit and humour which lent colour to his conversation. 

In other fields of speculation he accepted the authority of other 
guides, e.g. Herbert Spencer, with a like reverence, and though he 
kept these more in the background, his mental equipment in- 
cluded a series of dogmas, or premisses, of an unusually rigid 
character, resting on authority w'hich it w^as blasphemous to chal- 
lenge. This made argument with him, though always a delightful 
mental exercise, extremely difficult until one had understood the 
precise limits within wdiioh he w’as prepared to argue. But the 
agility and sardonic humour wdiich he exercised in discussion made 
it w ell worth while to face this initial obstacle. In matters of con- 
duct and personal relationships he had equally firm and peculiar 
standards, and no considerations of personal convenience w^ould 
induce him to swerve an inch from the course they indicated, even 
in matters of small apparent importance. Withal, he was a 
delightful companion, and — if by some happy chance one had 
passed his obscure tests and qualified for his friendship — the best 
of friends. His were the buoyant spirit and high courage of an 
adventurer, sustained without the stimulus of external danger, 
and revealed in his long triumphant fight against physical dis- 
abilities to which a lesser personality w^ould have soon succumbed. 

H. W. 


C. R. F. writes 

“ Lavington was the first and best economics pupil I ever had. 
He was several years older than the normal undergraduates, 
and came up from a London bank with two passions, one for 
the academic life of discussion and analysis, the other for the 
pulsating romance of the London money market. His essay on 
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the latter in Part I of the Economics Tripos extracted from us 
the unusual mark of 90 per cent. He was in his day an excellent 
supervisor, because as an undergraduate he had known how to 
force the utmost from it; — he used to come from 12 to 1, so that 
there should be no one to follow. Two problems specially inter- 
ested him in those days : the “ particular expenses ” curve and 
the validity of Consumer’s Surplus ; and neither was answered to 
his satisfaction until I had been on a special mission to Madingloy 
Road. He always spoke with gratitude of his college, Emmanuel, 
for all it did for him, and as he grew in intellectual stature it was 
hard to believe that only a few years before he was a belatcfl 
undergraduate, living on very little. Marshall was his hero, 
as of all of us ; and there was in both of them that completeness 
of devotion and rigour of standards which are pei haps the greatest 
gifts that a teacher can bestow on those who sit around him." 

Current Topics 

We deeply regret to announce the death of Professor Sir 
William Ashley, a Vice-President of the Royal Economic Society 
and Professor of Commerce of Birmingham from 1901 to 1025. 
A notice of Sir William Ashley’s life and work will be published 
in the December Journal. 


The following have been admitted to membersliip of the Royal 
Economic Society : — 


Ball, W. T. 
Crosara, A. A. 
Dewell, J. 
Griffiths, G. C. 
Highton, H. E. R. 
Hobson, W. C. H. 
Inns, H. J. 

Jade, Dr. W. 
Leigli, J. 

Maitland, M. M. 


Murase, Prof. T. 
Pauli, T. E. 
Phillips, V. V. 
Robertson, H. M. 
Saha, J. N. 

Sam brook, E. J. 
Sharman, J. W. 
Sloan, J. J. E. 
Strong, E. I. E. 
Sundram, C. 


The following have compounded for life membership : — 


Butterfield, W. T. 
Duthie, N. W. 
Ganguli, B. N. 
Garver, Prof. F. B. 
McNair, W. A. 
Nayar, C. L. 


Ponsonby, G. J. 
Richards, D. 
Soda, Dr. K. 
Stapleton, P. 
Vlasto, Miss 0. 
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The following have been admitted to Library membership : — 

Aberdeen Public Library. 

Academy of Commerce, Warsaw. 

Handelsliojskolens Bibliotek, Copenhagen. 

^Vc record with regret the deaths of the following Fellows of 
the Society : — 

Profcs'sor Sir William Ashley (elected 1890) 

Swanstori, D. ( ,, 1925) 

^\'ood, Fit. IJon. T. McKinnon ( ,, 1890) 

Wood, W. Allen ( „ 1920) 

Yokobc,J. ( „ 1921). 

Zorn, J. C. L. ( „ 1919). 

The Council l)a^'e made arrangements with the London and 
Cambridge. Economic Scnwioe for tlio supply of certain additional 
publications without charge to all members of the Royal 
Economic Society. Full particulars arc being circulated 
separately to members of the Society. 


pROi<n';SSOJi Unwin’s Studies in Economic History,” will bo 
publislu'd shortly. It is lioped that members wlm have not yet 
subscribed for a coj^y on special terms (7s. Cxi. post free) will 
send their ap])lieati()ns as soon as possible to tlio Asst. Secretary, 
^fr. S. J. Buttress, 6 Huinher.stone Road, Camlu’idge. 


The American Economic Association is jmblishing (at $4) a 
very interesting volume in honour of the eightieth birthday of 
Professor J. B. Clark. This volume is obtainable by members 
of the Royal Economic Society on the special terms of ll5. post 
free. Full i^artieulars of this volume are being circulated 
separately to all members of tho Society. 

OuR Japanese Correspondent WTites : — 

“ Altliougli the Budget for 1927-28, amounting to 
1,750,000,000 yen, was passed by the Diet, the Bill to cover 
losses up to 207,000,000 yen, incurred by tho Bank of Japan in 
discounting bills issued by the Taiwan (Formosan) Bank and 
other banks during the great earthquake led to the open dis- 
elosiu’e of the abuses of banking credit, causing thereby a whole- 
sale discredit of banking institutions in the minds of the public. 
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In order to relieve the Taiwan Bank, the Wakatsuki Cabinet 
determined to issue an emergency Ordinance to make advances to 
the amount of 200,000,000 yen. The plan was, however, opposed 
by the Privy Council, whose approval is required by the Constitu- 
tion for such an Ordinance, and the Wakatsuki Cabinet resigned 
on the 17th. The branches of the Taiwan Bank announced 
suspension in Japan and abroad for three weeks on April 18th. 
A new Cabinet was formed by General Tanaka on April 20th, but 
the general unrest did not subside, and by April 21st runs on 
banks were threatened in all parts of the country. The new 
Government succeeded tliis time in getting the sanction of the 
Privy Council to the issue of an emergency Ordinance for a tliree 
weeks’ moratorium, and all banks resolved to make April 22nd 
and 23rd national holidays. An extra session of the Diet was held 
from May 3rd to 8th, during which Bills (a) to cover any loss of 
the Bank of Japan up to 500,000,000 yen incurred in enabling 
banks to repay their deposits, and (b) to make advances to For- 
mosan banks to the amount of 200,000,000 yon, were unanimously 
passed by the Diet. On the day, April 25th, when tlic moratorium 
Ordinance became effective iDerfect calm prevailed and public 
confidence was restored throughout the country. Steps are now 
being taken to carry out thorough reforms and reorganisations in 
the Taiw^ni Bank and banks in general.” 

“ Dk. Fukui)a\s works ?)re now published by Uobunkan in 
eight thick volumes, under the headings of (Vol. 1) Lectures on 
Economics, (Vol. 2) Uiscourses on People's Economy, (Vol. 3) 
History of Economics and Economic Ecicnce, (Vol. 4) Economic 
Study, (Vols. 5 and 6) Social Politics, and (Vols. 7 and 8) Economic 
Policies and Current Problems. Begardless of the fact that the 
pages of each volume run from 1500 to 2800, and prices from 
8J to 15 yen, his works are widely read, the first two being in their 
seventh edition. The a\ithor must be congratulated on his 
success, and thanked for his great contribution to our study of 
economic science.” 

The following appointments have been made in the University 
of Oxford : — 

Mr. R. L. Hall, B.A., has been elected to an official Fellowship 
as lecturer in Economics at Trinity College. Mr. Hall went 
up to Magdalen College, Oxford, in 1923 as a Rhodes Scholar 
from the University of Queensland, and obtained a First Class in 
the School of Philosophy, Politics and Economics in 1920. 
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Mr. L. G. Robbins, B.Sc. (Econ.), lecturer at the London 
School of Economics, has been elected into an official Fellowship 
in Economics at New College. 

The following ap})ointracnts have been made in the University 
of Cambridge : — 

Mr. Piero SrafTa, Professor of Political Economy in the Uni- 
versity of (/agliari, has been appointed a University lecturer in 
Poonomics, and Mr. I). L. Burn, lecturer in Economic History 
In the University of Liverpool, has been appointed a University 
lecturer in Economic History. 

The following appointments have been made in the University 
of ^Manchester : — 

Mr. T. S. Ashton. M.A., Reader in Currency and Finance. 

Mr. John Jewkes, M.Com.. Lecturer in Commerce. 

Mr. C. T). Campbell. M.A., Assistant Lecturer in Economies. 

Mr. J. A. Bowie, Lecturer in Industrial Administration. 

Mr. D. J. CTaixh'ii, Lecturer in Industrial Administration. 

Mr. M. L. Tates, Assistant Lecturer in Industrial Adminis- 
tration. 

An Assistant lecturer in Economics will be appointed shortly 
at Auckland University College, New Zealand, at ca salary of 
£450 rising to .C500. but £50 less in the case of a married man. 
Further particulars can bo obtained from the High (.Commissioner 
for New' Zealand, 415 Strand, London, whom applications mast 
reach before October 31, 1927. 

The University of Melbourne has received a gift of £30,000 
from Mr. R. B. Ritchie, a prominent pastoralist of Penshurst, 
\^ictoria, for the promotion of economic research. It is proposed 
to establish a Chair of Economics, the occupant of which will have 
adequate facilities for pursuing research into economic problems 
in Australia. At the present time the University has a Depart- 
ment of Commerce which provides considerable teaching in 
economics. With the new (^hair in Economics it will be possible 
to establish an Honours Degree in Economics under the Faculty 
of Arts. The Council of the University will shortly proceed to 
appoint a new Professor, and it is expected that applications will 
be invited from economists in England and the United States. 
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A CORRESPONDENT Writes to point out one or two slight mis- 
takes in Mr. Gubsky’s article in the June Economic Journal. It 
seems that about 84 per cent, of the buildings in the towns are still 
left to private owners, and that only large houses with more than 
five flats have been retained by the Municipalities. Also, the 
Inheritance Tax, although it is exorbitant in rate, in fact yields 
practically nothing. 



RECENT PERIODICALS AND NEW BOOKS 

Journal of the Royal fSlatisticnl Society. 

Vol. XC. Part II. 1927 (^ew Sorics). Indices of Industrial Pro^ 
(1 active Activity. A. W. Plux. An aiitlioritative discussion of 
the data iKccssary and possible, tlieir frequonoy of collection, and 
their available sources. The method to be followed in Great 
Britain, on the basis of the Census of 1921, is explained. Statistics 
relating to the Wool Textile Industry. G. 11. Wood. An expert 
application of statistics to the measurement of the extent and 
distribution of the present depre.ssion in the Wool Industry. 
The conclusion is a depression figure of p(?r cent, for the whole 
industry. " There are no signs f liat the depression is lifting.” 
WholesfJc Prices n/ (huimodilics in 192G. Sauerbeck’s index- 
numbers, continued by the Kditor of the Statist. 

Vol. X(h, Part III. National Ucalth Insurance : a Statistical Review. 
Sir a. W. Wat.son. A discussion of three aspects of the scheme, 
the movement of industrial population with reference to insurance, 
the incidence of the sickness and disablement experience of 
insured persons, and some (|ucstions of the birth-rate which arise 
on the maternity benefit insurances. Practical Applications of 
the Statistics of repeated Events^ particularly to Industrial Accidents, 
B. M . Ne WHOM). The problem of in<l i vid ual ditferences in accident 
liability, when other things are equal, is statistically examined, 
with tentative results. 

Ecmoinica (London School of Economics). 

June, 1927. The Scope of Sociology. M. Ginsberg. A tabulation of 
the objects of .sociology, and suggc.stion of the most profitable lines 
of inquiry. Friedrich von Wieser. 11. Higgs. A critical 
appreciation of Wieser and the position of Ids .school. The 
(knesis of Bank Deposits. F. W. Crick. A closely reasoned 
argument on the question whether, or how' far, the banks can 
“create” deposits. Some Aspects of the History and Theory of 
Social Insurance. A. Pt.ummer. This number contains two 
interesting reviews, by Mr. L. Robbins on Mr. ITawtroy’s economics, 
and by Mr. K. F. Harrod on Mr. Robertson’s theory of banking 
policy and the price level. 

The Economic Record (Melbourne). 

May, 1927. Central Banking. Sir E. Harvey. In a number of 
reasoned projrositions, principles are laid down which conform 
closely to English practice as regards central banking ; “ discount 
policy,” as u.sually understood, is a noteworthy absentee from the 
list. Economic Welfare and Racial Vitality. W. Jeturo Brown. 
The writer is unwilling to trust only to environmental changes, 
and an interesting critique on this subject is given. The power of 
man over nature may be abused, so as to weaken rather than 
strengthen. The emphasis must be on heredity and biological 
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fact. Suggested measures are public control ovc'r the right to 
marry, segregation or sterilisation of obviously defective types, 
encouragement of breeding by tho more fit (by methods of redistri- 
bution), the control of immigration. The Tariff Board of Australia. 
R. C. Mills. Includes an interesting history of Protection in 
Australia, and is to be read with two further contributions by J. B. 
Brig DEN and L. F. Giblin to tho discussion of The Atistralian 
Tariff ami the Standard of Living. Other articles are on The 
Course of Mural Land Values in New Zealand, 1914-25, by J. B. 
CoNDLiFFE and H. II. Rodwell ; and on Vitality of ]Yhite Races in 
Low Latitudes, by C. H. Wickens. 

Quarterly Journal of Economics (Harvard). 

May, 1927. The Evolutioii of Paper Money in England. R. D. 
Richards. Origins and early development, based on examination 
of tho earliest surviving specimens, of which many interesting 
examples are given. Some Positive Contributions of the Institutioml 
Concept. L. D. Edie. A study based on tlio cpiostion how far 
environment and purposive change of conditions effect economic 
behaviour. Various applications are suggested in tho field both 
of economic imdliod and of such particular branches as control of 
distribution, of the conditions of ])roduction, and of consumers’ 
choices. The Monetary Theory of the Trade Cycle and its Statistical 
Test. R. G. Hawtrey. What should statistics show in order to 
verify tho monetary theory ? How can statistical tests decide 
between it and tho “ capital goods ” or “ psychological ” theories ? 
Labor Problems as treated by American Economists. C. E. 
Persons. Commercial Policy in Post-War Europe. H. van V. 
Fay. 

Review of Economic Statistics (Harvard). 

April, 1927. In an important article on The Construction and Inter- 
pretation of the Harvard Index of Business Conditions, in addition 
to a re-statemcnt of methods employed, a reply is made to Mr. 
Karl G. Karsten’s Theory of Quadrature in Economics, and to his 
discussion of the Harvard Indexe.s, in the Journal of the American 
Statistical A.ssociation for March 1924 and December 1920 respec- 
tively. Money Rates, Bond Yields ami Security Prices. A study 
for the test period 1897-1913 of “ the relation between tho crossing- 
point of tho curve of bond yields (or bond yields plus a constant) 
by tho curve of money rates, and peaks and troughs of the curves 
for four series of security prices.” An Index of the Physical 
Volume of Production in Canada. By H. Miciiell. Review of 
the First Quarter of the Year, 

American Economic Review. 

June, 1927. Land Rent and the Prices of Commodities. H. G. Hayes. 
A re-statement of the critique of Ricardian economics as regards 
rent and prices. ” If there is only one possible use, tho causal 
relation runs from the price of the product to rent. But with 
alternate uses, tho price of wheat is a factor in determining the 
supply, and consequently tho price of corn.” Where is tho 
merchant’s error, if he computes his rent with his other costs ? 
Price is determined by total supply in relation to total demand. 
There are numerous margins of shifting production, even in tho case 



512 


THE ECONOMIC JOURNAL 


[sept. 


of highly rfficient (“ non-raarginal ”) producers. (Are not all 
these propositions to be found, e.g., in Marshall, without prejudice 
to the traditional rent concept ?) Economics of Business Fluctua- 
tions in the United tStates, 1919-25. i\I. D. Anderson. A very 
complete and detailed statistical examination, which can scarcely 
be summarised. The questions raised are relation of consumers’ 
income and volume of manufacture, prices and credit, business 
psychology and profit. '^I'he statistical method, tables of which are 
appended , deserves careful attention. This important contribution 
would l)e enhanced by a pointed statement of results ; the reasoning 
is very close. Oistrihution of Emplouee Stock Ownership. W. C. 
KlsueI’v. In this brief note it is pointed out that the figures 
“ when reduced from their impressive totals, show some 4 or 5 
per cent, of Aincrican industrial employees owning, or setting out 
to own, something like 5 per cent, of the shares of the companies 
lor which tiicy work, with lialf of these, jiorhaps, voting shares.” 
Corporations ought also to state what are the grades of employees 
concerned. It is .sugg(\sted that the higher stall may be chiefly 
intcre.sted rather than the wage-earners. The McFadden Banking 
Act. 11. H. Preston. 

The Journal of Political Economy (Chicago). 

April, 1927. vl^/am ft//, 1770-1920. J. H. Hollander. A review 
of the ” School,” and of Smith’s influence, so full of information on 
the cour.se of economic thought, and tJie building up of its concepts 
and methods, that its se))aratc publication would be welcome. 
.Adam Smith and Laissez-Faire. J. Viner. Argues that Smith 
was not a doctrinaire advocate of the theory, that he realised the 
necessity for a ” wide and clastic range of activity for government,” 
that his prejudices “ were against the powerful and the grasping,” 
and ” his .sympathy with the humble and the lowly, with the farmer 
and the laborer.” Factors related to Lamb Prices. M. Ezekiel. 
French Socialism and Franco-Oerman Relations. B. J. Hovde. 

June, 1927. Adam Smith: Moralist and Philosopher. G. R. Morrow. 
An interpretation of Smith’s economic position by reference to his 
Theory of Moral Sentiments. Tendencies in Swedish Economics. 
B. OiiLiN The British ('oal Strike and After. W. H. Wynne. 
Speculation and Land-Value Ta.calion. 11. G. Brown. Is there 
speculation in laiul ? If so, does land-value taxation di.scourage 
it ? What otlier advantages may re.sult from such taxation ? 
Federal Control of Commercial Banking. C. 0. Kisuer. 

Bulletin of the Bureau of Labour Statistics (Washington). 

No. 421. Wages and Jlours of Labour in the Slaughtering and Meat- 
packing Industry, 1925. 

No. 423. Workmeids Compensation Legislation of the U.S. and Canada 
as of July 1, 1929. 

No. 424. Building Perm its in the Principal Cities of the U.S. in 1925. 

No. 425. Record of Industrial Accidents in the U.S. to 1925. 

No. 420. Deaths from Lead Poisoning. 

No. 427. Health Survey of the Printing Trades^ 1922 to 1925. 

No. 431. Union Scale of Wages and Hours of Labour ^ May 15, 1920. 
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No. 432. Proceedings of the VMh Annual Meeting of the I ntcnutlional 
Association of Industrial Accident Boards and (Mmmissions, 

No. 434. Labour Legislation of 102(5. 

No. 435. Wage^^ and Hours in the Men's Clothing Industrff, 1011 -20. 

No. 437. Co-operative Movement in the U.S. in 1025 (other than 
Agricultural). 


Wheat Studies of the Food Research Institute (Stmiifonl 
Uni very it y , California) . 

June, 1027. ('oinparative Levtls of Wheat Prices in the United hitafts 
and Canada. Undor the existiiij^ tarill, wlioat ])rlc('H triid to bo 
higher in the United States than in Canada, altliough Canadiiin 
wheat averages higher in intrinsic; (jnality. The premium on 
American wheats constantly Hnctiiales, bn( is seldom as high as 
tl)e tariff duty. 

July, 1027. India as a Producer and K.euortfr of Wheat. 44iis is an 
authoritative and comprelicnsivo study, fully doeumeiited uitli 
statistics. India is the fourth greatest wheat growei* in 1 he world, 
after the United IStates, Russia and (_’anada. But as an cxporlc'r 
slie is of dirninisliiiig importance. The average net export for t in* 
11 pre-war years was 45 million bushels, but since the war the 
average has been only 13 million bushels. O'he prospect is that 
consumption will keep pace with increases in production, and that 
India will remain a minor and erratic contributor to the world 
wheat trade. 


Jour mil dcs Rconomisks (Paris). 

May, 1927. Les Grandes Compagnies dc cheanins de f r en 1020. 
G. DE Nouviun. 

June, 1027. Uorientation llbh'ale de la (\)nf<tre.nce konomique Inter- 
nationale, ct rPauilibrc par en haat." Vves-(.1uvot. Logic of 
facts hascomp(*lied the (Jonh'rence to ado[)t resolutions o))poscfl to 
the “ grand plan ” of French [irotectionists. La Brtnque et les 
homines. P. Caubone. 4'he functions and (puililieations of the 
banker in relation to Ids h'adership and innufuiec over clients aiul 
employees, line. EnquUe bdge snr la journec tie hiiit heure.s. G. 
DU Nouvion, a di.seussion of tlu; Belgian law (jf 1021, in (Ik.; 
light of recent evidence. 

July, 1027. Quelques apercMs sur les Ile^ Pritannitiues. Vviis- 
Guyot. Aspetds of the ironoinie j)o:.ition, p(jsitive and com- 
parative. La rclirnncnt konomique de la llongrir. F. Horn. 

Le Mmk Social (I*aris). 

April, 1027. L'iquilibrc konomique. des ^tats-UiUs an lendemain de hi 
guerre. — La main-d'u uvre. A. Siegebied. The extent and causes 
of the rise of real wages, the growth of working-class invi'stment, 
and of amenitii's. 

May -June, 1927. L' Immigration ouvricri es[-il urganis>'r. ( n France. 
W. OuALiD. A favourable review of the organisation and its 
results. 
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Revue d*JSconcmiie Politique (Paris). 

March- April, 1927. This number consists of a comprehensive 
review for the year 1926 of La France Rconomique. General 
articles are on the course of population, of prices and incomes, and 
of foreign balances. Detailed accounts are given of the various 
aspects of Finance, Commerce, Production and Transport, and 
Labour. 

Jahrhiicher fiir Nationalokonomie und Statisiik (Jena). 

126 Band, 4 Heft. Institutionalismua ” in der Nationalokonomie der 
V.S. E. Flugge. Der moderne Kapitalismus und die Arbeiter- 
schaft. H. ScHACK. A morphological study. Die WeltivirU 
jschaftskonferenz. E. Hantos. The League of Nations has done 
little to create world economic solidarity as opposed to national 
protective practices, and w’orld trading has lagged behind world 
production, hence tlio necessity of the Conference. The remedy 
for the present high prices and costs is international cartels. 
Rationalisation of production will cause transient unemployment, 
but all-round gains will accrue later. Cartels are fostered by 
developments in technical science. Der Einfluss des Bergarbeiier- 
streiks auf einzelne Qewerbe in Orossbritannien. R. Schtnkotue. 
The analysis relates to certain major industries. 

126 Band, 5 Heft. Daa magische Erlebnis in den Anfdngen der wirt- 
schaftliclien Arbeit. H. Kr5ger. 

126 Band, 6 Heft. Naturrecht und Volkswirtschaft. J. Jastrow. 
Das magische Erlebnis etc, (Schluss). H. Kr6geb. 

SchmoUers Jahrbuch. 

51 Jahrgang, 2 Heft. Dr. Schumpeter gives a critical and expository 
survey of Cassel’s Theory of Social Economy, which he declares to 
be pre-eminently in use among German teachers. Other papers 
discuss the future of National Economic Empiricism, and the 
position of law in scientific economic study. 

Archiv fiir Sozialwissenschaft und Sozialpolitik (Tubingen). 

ApurL, 1927. In a review article. Professor Altmann deals with Dr. 
Schacht’s book on the stabilisation of the mark. A very clear 
precis of stabilisation ixdicy, methods, and effects leads to an 
argument for free international exchange of goods, and a revision 
of the Versailles Treaty. Other articles are on the conception of 
elasticity in economic theory, and on some problems of Chinese 
economic history. 

Zeitschrift fiir die gesamte Staalswissenschaft (Tubingen). 

Mav, 1927. In discussing a psychology of socialism, Dr. Egner refers 
to a recent work of Hendrick do Mans, who questions whether the 
War dispelled all hopes of international proletarian solidarity. 
Dr. Egner criticises the German Socialists^ insistent adherence 
to Marx, and argues that present-day Socialism is the index of an 
inferiority complex. As such it refers to discontented wage- 
earners, but real Socialism is only to be found among intellectuals. 
— critical appreciation is given of the work of Heinrich Pesch 
(1854-1926). 
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Zeitschrift fiir V olkawirlschajt und Sozialpolitik (Vienna and Leipzig). 

May, 1927. Dr. Mayer contributes a memorial article on Friedrich 
von Wieser, and Dr. Moroenstern one on F. Y. Edgeworth. 

Vierteljahrahefte zur Konjunkturforschung (Berlin). 

2 Jahrgang, Erganzungsheft I. Die Bewertung des deutscJwn Ausseii- 
handela auf der Qrundlage der Vorkriegswerte. (Official.) Beitrdge 
zur Erkldruyig der strukturellen Arbeitslosigkeii. Prof. 0. von 
ZWIEDINECK SUDENHORST. 

\V eltwirischaftliches Archiv (Jena). 

July, 1927. Volkseinkommen und Volksvermogen. F. von Oottl- 
Ottlilienfeld. a methodological critique. 1st tine Moderni- 
sierung der A'ussenhandelstheorie erforderlich 1 B. Oiilin. A 
criticism of the assumption of the Ricardian method, concluding 
that foreign trade is to be regarded from a broad international 
standpoint, as a special case of inter- regional trade. Are Interests 
of Peace and the Interest of Economic Conceniraiion reconcilable ? 
C. E. Maguire. A discussion of the origin, the ])olicy, and the 
economic ciTects of the foreign debts due to America. Zur 
Deutung des Imperialisnms. J. Hashaoen. Die franzosische 
Wdhrung seit Kriegsende. G. Raphael. Prolegomena zum 
welipolitischen Bevolkerungsprohlein. Ifalicn und Fran kre.ich, R. 
Michels. 

Monatsberichte des bsterreichischen hisiiiuies fiir Konjunkturforschung 

(Viemia). 

1 Jahrgang, Nr. 1-0. Tlic introductory volume of this Institute, 
which has taken up for Austria the monthly investigation of 
business conditions. The Institute is under the direction of a 
Kuratorium representative of all sides of economic life, and is in 
the immediate charge of Dr. Friedrich A. Hayek. The contents 
of this issue arc : (1) Die Methoden der Konjunkturforschung und 
ihre Anweridung auf Osterreich ; (2) Die gegenwdrtige Wirt- 

schaftslage Osterreichs ; (3) Die Konjunkturentwicklung im Auslayul. 

Giornale degli Econoynisti (Rome). 

Apru., 1927. Ulnduslria Zolfifera Siciliana. Gaetano Zingali. A 
detailed and thorough account of the recent history of the Sicilian 
sulphur industry, and of its present crisis, as a result mainly of the 
growth of American production and exportation, but partly also 
of the faulty policy of the compulsory cartel by which the Sicilian 
industry is controlled. Much importance is attributed to the 
agreement as to prices and fixed quotas of exportation arranged in 
1923 between the American and Italian interests. II Porto di 
Napoli {coniinuazione). F. Milone. 

May, 1927. Luigi Luzzatli. Ulisse Gobbi. Liiigi Luzzalli. Benito 
Mussolini. A commemoration number for the late distinguished 
founder of the Banche Popolari. 11 porto di Napoli {continuazione). 
F. Milone. 


La Riforma Sociale (Turin). 

March-Aprtl, 1927. Prestiti esteri e bilancia dei pagamenti inter- 
nazionali. Luigi Einaudi. “ Foreign commercial borrowings are 
No. 147. — VOL. XXXVII. mm 



516 


THE ECONOMIC JOURNAL 


[sept. 


advantageous provided tiiat they give rise to a net increment of 
national production at least equal to the burden of the annual 
interest on the debt.” There is a danger lest the ease of obtaining 
loans from abroad may lead industrialists to pay out too large a 
proportion of their profits in dividends instead of putting them to 
reserve. Fallimenti e rincaro della vita. Italo Ricalnovi. A 
study of the social losses due to bankruptcy, with suggestions for 
legal and other rofonns. 

May-June, 1927. Intese inlernazioyuili per la rifornm tributaria. 
Benvenuto (jIriziotit. The problems of double taxation and of 
fiscal evasion are discussed and further investigation and inter- 
national co-operation are recommended. Per vincere la hattaglia 
del gram. Primo Bandi. A plea for the more intensive 
cultivation of the soil, especially of the hill country of Italy. 
Per nna ricerca suUo iraslazione delV imposta mobile ed in ulterior e 
critica del progetto Rignam. Luiai Einaudi. A long and 
interesting critical survey of the Colwyn Committee’s report on 
National Debt and Taxation. The Majority and Minority 
Reports are not so much “ conservative ” compared with 
“ socialist ” as ‘‘ Marshallian ” compared with “ Webbian.” The 
stress laid in English thought on the need for the redemption of 
the National Debt is due to the failure to recognise the fact that 
by degrees the burden of the debt is largely removed as the holdings 
become ever more widely distributed amongst the population. 
The arguments of the Majority Report against the Rignano schem 
show that the cold reception of this scheme in Italy is not merely 
due to the fact that “ a prophet is not without honour save in his 
own country.” Further reasons are given to prove the unwork- 
ability of Rignano’s proposals. 

Scientia (Bologna). 

May, 1927. Un ^largissement de la doctrine et de la pratique co- 
operatives. B, Lavergne. An account of the “ co operatives 
autoris(5es ” in Belgium. These retain the co-operative basis, but 
are established by the initiative of public authorities. Examples 
are the Cridit Communal, the SocUUs Nalionales des chemins de 
fer vicinaux, des distributions d'eau, des Habitations d bon marcM. 
A condominium has been established between public authorities, 
supplying the capital, and the co-operatives responsible for the 
local sales. 

June, 1927. La crise de cherii de la vie et ses rdpercussions sociaUs. 
E. M. Saint-L^ ON. An analysis of the incidence in France, which 
works out to the expectable conclusions, as between agriculturists, 
industrialists, the professional and investing classes. 

De Economist (Rotterdam). 

February, 1927. Het substitutieprincipe als theoretische kern der 
bedrijfshoudkunde. W. L. Valk. De wetgeving op de Orond- 
belasting. H. P. Cramer. Der inlromtionale Oiroverkehr. J. 
Wolf. Enkele opmerkingen over het begrip “ rechtvaardig loon." 
J. B. DE Haan. 

March, 1927. Nieuwe mogelijkheden voor Suriname. J. C. Kiklstra. 
liet toerekeningsprobleem bij J. B. Clark, I. P. Lieftinck. De 
werkgeversorganisatie in Norland. B. B5lqer. 
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April, 1927. Het toerekeningsprohleem hij J, B. Clark, II. P. Lief- 
TiNCK. Nog enkfle opmerkiiigen over het bcgrlp rechivaardig loon. 
A. A. VAN Rhijn. Maximum-hevolkijig van Nederland. G. A. H 
WiEBOLS. 

May, 1927. De conirole-cijfers van de Russische volkshuisbonding voor 
hetjaar 1926-7. J. J. Boasson. De Schatkist en de Nederlandeche 
Bank. A. van Gun. 

June, 1927. Het object der ekonomie. J. B. de Haan. 

Revista Nacional de Economia (Madrid). 

Mabch-April, 1927. Arbitrioa del vecino de Tarancdn Francisco de la 
Fmnte. C. Espejo. Cinco anos de ordenacidn bancaria. C. 
Masso. Dinnmica del cambio de la peseta. O. F. Banos. El 
timbre de negociacion. J. de Lanuza. La hacienda inglesa. M. 
Fanno. 

May-June, 1027. Tres anos del nuevo rdgimen ferroviario. F. J. 
Ontiveros. Problemas de urgencia. J. E. de Molins. Las 
Haciendas locales. A. Hebeza. Dindmica del cambio de la 
peseta. 0. F. Banos. A statistical and graphical investigation 
based on monthly data since 1906. Las ventas a plazo corno un 
nuevo factor del crddito internacional. W. Graham. 

Vestnik Finansov (Moscow). 

March, 1927. The Principal Tendencies in the Development of the 
Commodity Market, and the Outlook of the Economic Policy. S. A. 
Pervushin. Other articles on “ the accumulation of capital in 
the U.S.S.H.” 

April, 1927. Contains articles on agricultural taxation, the marketing 
of corn, and excess j)rofit8 duty. All articles are in Russian. 

Conjuncture Institute (Moscow). 

Vol. III. Issue I. The following articles are printed in English. 
Credit and Conjuncture. N. Shaposhnikoff. The Summation of 
Random Causes as the Source of (Cyclic Processes. E. E. Slutsky. 
Dynamics of Money Circulation, Goods Turnover, and Prices, with 
regard to their Interconnection. {Equation of Exchange under 
Present-day Soviet Economic Conditions.) M. V. Ignatieff. 
On Economic Equilibrium. The Proble^n of Equilibrium in 
Economics and Classical Mechanics. T. Rainoff. 

Skandinaviska Kreditaktiebolaget (Quarterly Report : Stockholm). 

July, 1927. Are we faced with a continuous fall of prices ? G. Cassel. 
Continuing his discussion of this question, Professor Cassel 
points out the dangers of a scramble for gold, in view of expected 
shortage of supply, and argues that “ it is essential now to gain 
acceptance for the view that the central banks can very well 
manage with a lower percentage of gold covering than has 
hitherto been usual,” as a factor in international co-operation to 
limit the demand for gold. — There are brief notes on various 
aspects of the economic situation in Sweden. 

International Labour Review (Geneva). 

April, 1927. International Labour Legislation in the Light of Economic 
Theory. H. Feis. The main influences of international com- 

MM 2 
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petition are beneficial, but the problem of shifting employment 
is a serious qualification. International agreements may be 
advantageous to all concerned by preventing temporary dis- 
organisation, the drift of industry to places of low standards, and 
unequal distribution of the product. But they may involve 
economic losses, by imposing conditions on development. Yet 
they may react on the general effort for improvementy by example 
aii(l otherwise. Too much uniformity should be avoided; 
allowances are, in fact, made in practice. The Austrian Works 
Councils Act in PracticCy II. E. Adler. The problem of 
dismissal, and immunity of members of Works Councils. The 
cm ployf'rs are now reconciled to the Councils, and the efforts of 
the workers are concerned wdth reasonable extensions, not with 
revolutionary reforms. Vocational Guidance in Great Britain. 
C. E. Clift. A historical appreciation. Industrial Unionism in 
the Building Trades of the United States. E. E. Cummins. 

Mav, 1927. The Place of Sickness in the National Health System. 
Professor G. Lorioa. The Administration of Labour Law in 
Germiny. H. Siefart. Credit Co-operation as adapted to the 
Needs of the Worker. K. F. Bkrgengren. 

June, 1927. Trade Organisation in Italy under the Act and Regulations 
on Collective Relations in Connection with Employment. H. E. G. 
Bottai. National Co-operative Organisation in Spanish Industry. 
Count de Altea. The Place of Prevention in Social Insurance. 
A Grteser. The Administration of Labour Law in Germany y IL 
II. Hiefart. 


NEW BOOKS 

British . 

Bridges (A.) and Dixey (R. N.). Sugar Beet : Costs and Returns 
for 1925-6. Oxford : Agricultural Economics Research Institute. 
Pp. 71. 2s. Gd. 

Chablant (H. L.). Some Aspects of the Indian Currency Problem. 
Delhi. Pp. 57. 1 rupee. 

Das Gupta (B. B.). Paper Currency in India. Calcutta Uni- 
versity. Pp. .‘131. 

Department of Overseas Trade. Reports on the Present Position 
and Tendencies of the Industrial Arts. Pp. 208. Is. Gd. 

Dominion Bureau of Statistics. Sixty Years of Canadian Progress. 
Ottawa, Pp. 168. 

Fayle (C. E.). The War and the Shipping Industry. Economic 
and Social History of the World War. Oxford University Press. Pp- 
472. 175. 

Friis (A.). Alderman (Cockayne’s Project and the Cloth Trade. 
The (Commereial Policy of England in its main aspects, 1603-25. 
Milford. Pp. 511. 

Goodliffe (W.). Credit and Currency. King. Pp. 178. 85 . (ni. 
Gunn (J. A.). Livelihood. Being Part Two of “ Human Society.” 
Melbourne : Massina and Co. Pp. 232. IO 5 . Gd. 
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Hawtrby (R. G.). The Gold Standard in Theory and Practice. 
Longmans. Pp. 124. 35. 

Hobson (J. A.). The Industrial System. Revised Eldition 
(Reprinted). King. Pp. 338. 7s. 

Kerr (R. B.). Is Britain over-T>opulated ? R. B. Kerr. 1927. 
Pp. 118. 1,9. 

League of Nations Union. Towards Industrial Peace. Being the 
Reports of a Conference held at the London School of Economics, 
Feb. 1-4, 1927. King. Pp. 280. 6.9. 

Lehfkldt (R. a.). Descriptive Economics. Milford. Pp. 112. 
25. 6d. 

Mehta (N. B.). Indian Railways : Rates and Regulations. King. 
Pp. 188. 10.9. 6d. 

Quigley (H.). Towards Industrial Recovery. Methuen. Pp. 
191. 4,9. 6d. 

Shah (K. T.). Sixty Years of Indian Finance. King. Pp. 534. 
215. 

Shaw (W. H.). Currency, Credit and the Exchanges (1914-26). 
Harrap. Pp. 203. 7.9. 6d. 

Tupling (G. H.). The Economic History of Rossendale. Man- 
chester University Press. Pp. 274. 215. 

Wallace (W.). Business Forecasting. Pitman. Pp. 117. 
75. 6d, 

American, 

Foster (W. F.) and Catchings (W.). Business without a Buyer. 
Houghton Mifflin Co., Mass. Pp. 205. $2. 

James (G. M.). Man and Society. Wisconsin ; Banta Publishing 
Company. Pp. 105. 

Kinsman (D. 0.). Economics, or the Science of Business. Ginn 
and Co. Pp. 366. 7s. 6d. 

La Dame (M.). Securing Employment for the Handicapped. 
Welfare Coiincil of New York City. Pp. 133. 50 cents. 

Moyer (G. S.). Attitude of the U.S. toward the Recognition of 
Soviet Russia. University of Peimsylvania. 1926. Pp. 293. 

Perkins (D.). The Monroe Doctrine, 1823-1826. Harvard 
Historical Series, No. 29. London : Milford. Pp. 280. 155. 

Snyder (C.). Business Cycles and Business Movements. 
Macmillan. Pp. 318. 255. 

Takezaiva (M.). The Penetration of Money Economy in Japan. 
Columbia University Press. Pp. 159. 95. 

German, 

Atzler (E.) (Ed.). Korper und Arbeit. Leipzig : Thieme. Pp. 
770. 42.50 w. 

Brentano (L.). Einc Geschichte der wirtschaftiichen Entwick- 
lung Englands. I. Band. Von den Anfangen bis gegen ende des 15 
Jahrhunderts. Pp. 396. 15 m. II. Band. Die Zeit des Merkantil- 
ismus. Pp. 453. 17 m. Jena : Fischer. 
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Foldbs (B.). Finanzwifisenschaft. Zweite, neubearbeitete Aufiage. 
Jena : Fischer. Pp. 683. 30 w. 

Lotz (W.). Der Finanzausgieich und Bayern. Tubingen : Mohr. 
Pp. 47. 1.60 

Meyer (0.). Die Stellung dor Aerzte in der deutschen Kranken- 
versicheriing. Hostock ; Hinstorff. Pp. 143. 

MUHLENFEL.S (A. von). Stoiierkraft und Wohlstandindox. 
Jxdpzig : Akadcmischc Verlagsgesellschaft. Pp. 81. 5.70 m. 

8kalweit (A.). Die wirtschaftlicho Emanzipation Siidamerikas. 
Jena : Fischer. Pp. 30. Kieler Vortrage, No. 20. 

Stoe(jer (M.). Die Wiedereintuhrung des Terminhandels in Baum- 
vollc in Jheinen iin Jahre 1925. Hamburg University. Pp. 32. 

Weber (A.). Arbeitskampfe odor Arbeitsgemeinschaft. Tubin- 
gen; Mohr. Pp. 34. 1.20 w. 

Wkiirstedt (K.). Die liandclspolitische Bedeutung der deutschen 
Kolonicn. Hildesheim : Borgmeycr. 1926. Pp. 241. 

WiEDEi^FELD (K.). Kartellc und Konzerne. Berlin and Leipzig ; 
de Gruyter and Co. Pp. 83. 3 m. 

French, 

Nooaro (B.). Finances et politique. Giard. Pp. 220. 30 /r. 
Olivier (M.). Lee nombres indices do la variation des prix. 
Giard, Pp. 484. 50 fr. 

Rueff (J.), Thtoie des phenom^nes inonetaires : statique. 
Payot, Pp. 368. 40 /r, 

^ACK (A. N.). Les offets des transformations des fitats sur les 
dettes publiques, Sirey. Pp. 608. 80 /r. 

ViRLOGEUX (M.). Quelques aspects de revolution des prix. Giard. 
Pp. 204. 25 /r. 


Italian, 

Camfe-SB (E.). L assicurazione contro la disocoupazione in Italia. 
Roma : Provveditorato generate dello Stato. 

Einaudi (L.). La guerra o it sistema tributario in Italia. Bari : 
Laterza. (Carnegie Peace Endowment.) 

Gina (8.). Scienza economica e assicurazioni sociali. Torino : 
Bocca. Pp. 131. 18 lire. 

Graziadei (A.). Capitate e colonio. Mitano : Casa Editrice 
Sociale. 

Griziotti (B.). Politica monetaria e finanziaria internazionale. 
Milano : 8oc. An. Istituto editoriale scientifico. Pp. 410. 

Luzzatto (F.) and others. Le brughiere. Piacenza : Consorzi 
agrari. 

Ricoa-Barbebis (M.). 8ul Diritto della guerra e del dopoguerra. 
Torino ; Bocca. 1926. Pp. 362. 40 lire. 

ViRGiLii (P.). Jje colonie Italiane. Milano : Hoefli. Pp. 242. 
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RATIONALISATION OF INDUS^JllY ^ 

I 

A ^'ERY remarkable change took place after the war in the 
expression of })oth public and economic opinion in jcspcci of 
what may generally be described as the problem of industrial 
leadership. In the former period the growth of great (lonccii- 
tration of control over production was regarded witli distrust, 
and as a thing which had to be carefully watched in the interests 
of the community. While it was admitted that the old theory 
of com])ctition was not working without disadvantages, it was 
believed that, all over, these were less than the disadvantages 
which might result from anything monopolistic. It was con- 
sidered that the anti-Triist legislation of the United {States and 
other countries was a serious and wise attempt to deal with a 
public danger. Tlie theory of business profit was connected with 
the fact that risk was paid for, and had therefore to be taken; 
that enterprise essentially involved this risk-taking function of 
the producer; that the best risk-takers would win in the com- 
petitive struggle, and that it Avas in the general interest that the 
worst should be eliminated. Because of Joint Stock, the units 
of enterprise became larger and more powerful, and this by itself 
tended to make competition more intense; so mucii so that it 
became usual to apply military terms to the relal-ions of pro- 
ducers, to speak of “ the war of competition ” that was fought 
between the “ captains of industry.” But there was no settled 
opinion that, alongside of the growth of Joint Stocjk, there had 
not grown up conditions wdiicli qualified the risks of coinpetilioii ; 
transport widened the market, there was a great organisation of 
market intelligence, big concerns knew more about each other, 
and in many ways they co-operated more fully than would have 
been possible if they had remained more numerous and less 
powerful. There was a recurrence before public ('Ommissions 

^ Prosidoiit ial Address to Section P of the British Association, Leeds, 1927. 
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and inquiries of all sorts, of the producers' view that competition 
had become anarchic, chaotic, excessive, unregulated or destruc- 
tive. But this kind of complaint did not translate itself in all 
countries into the obvious methods of remedy by combination. 
It was always said that British producers remained comparatively 
individualistic in their attitude, meaning that they were uncon- 
vinced by the arguments used elsewhere. The American com- 
bination movement was often explained by the special clTect 
which her high tarifls had in over-capitalising protected industries, 
and causing on that ground an excessive competition that need 
not have happened. Again, it could not be said that, given 
private enterprise and the risks it implied, tiicre was such a 
tendency to bankruptcy as to show an irrational position. Over 
the period 1903 to 1012, for instance, the statistics of liquidations 
of Joint Stock Companies in England were on the average as 
follows : 

Capital involved 

Companies on Paid-up Capital Now in liquidations 

the Register. (1,000’a). Companies. Liquidations. (l,0()0’s). 

40,101 1,862,107 5,028 1,860 54,531 

This was an average rate of liquidation of j^er cent, of com- 
panies, involving 3 per cent, of tho capital. It is not an un- 
qualified record of competitive results, because no country was 
without some extent of combination. But it is the record of 
prevalently competitive conditions, including those which obtained 
under j^artial forms of combination.^ 

Public and economic opinion had come by stagCvS to tolerate, 
approve, and recommend labour combination. But tlie conditions 
are ditferent, because an individual workman is not related to 
others, as one business concern is to its competitors. Labour is 
necessarily employed in groups. In any case, Trade Unions 
applied to only one factor of production, but combination of 
businesses applied to the whole product as it came on tlie market. 

Thus, on the whole, the combination movement was a 
“ problem.” Books were written under such titles as “ The 
Trust Problem,” “ Wealth against Commonwealth,” “ Frenzied 
Finance,” “ Trusts and tho State,” “ The New Feudalism,” and 
so forth. To call a certain result a “ problem ” docs not mean 
that it must be stopped, but it implies doubt, refusing to certify 
the results as rational and inevitable. The United States in 
particular legislated to break up combines of a certain degree, 
and to impede their methods of working. 

* These figures are, of course, not comparable with vital statistics. 
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II 

The post-war tendencj’^ is to change this attitude. The 
alteration in point of view is very remarkable. Anyone can see 
this who reads the documents submitted on the subject to tlie 
World Economic Confereneo. One writer confidently states 
that the right thing to do now is “ to form as many international 
agreements of producers as possible.” But these agreements 
usually presuppose national combines which arc parties to them ; 
and if world economy requires the combine fornuHl by agreement 
(the Cartel), then a fortiori of the national economy. 

This change of attitude has been urged botli on public opinion 
and on ])i“oducers under very liigh auspices. Tlio Beports of the 
Reconstruction Committees on British Industries after the War 
arc unanimous in asking for a change of tlie public attitude 
toward producers’ combinations. The Report of the Balfour 
Committee on ElTiciency puts questions of combination in the 
forefront. It is not easy to ap])reciato this without considering 
the future to which such an imijulse may lead, in respect of 
our attitude toward organisation. Tliere are three large con- 
ceptions that are related to each other — competition, combination, 
and public administration. A change equal to that which has 
taken place in reference to the first two of these would carry us 
far from the sceoml toward the third. Public industrial adminis- 
tration, in its broad features, is as much, but no more, distrusted 
now by prevalent opinion than the Trust IMoveinent used to be. 
It is well to keep this in mind in dealing with tlie recent evolution 
of opinion. 

The change is due to a few separate causes. The war enforced 
a good deal of co-operation, since the Government had to deal 
with producers as a group in their industries. In some industries 
it led to constructions which the market could not afterwards 
carry at their capacity, and combination is a method of regulating 
excess of cajoacity. In some cases Governments have, because 
of special national interests, been a party to the formation of 
large combines. All this influences opinion. But most important 
of all, as the Geneva documents show, has been the reaction upon 
national ideas of the international industrial proposals. The 
formation of the International Steel Agreement was a powerful 
influence in this direction. There were two special reasons for 
this— its semi-oflicial support by the political governments 
involved, and, above all, the fact that it could be presented as a 
form of pacification between Germany and some of her former 

NN 2 
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enemies, especially France. If this could be done once, it could 
be done again. There had formerly been international agree- 
ments, it is true, but they were not so sure of their welcome 
as they might be after all that was written of the Steel Cartel. 
Their claims became more confident, and this meant that com- 
bines within each country were also placed in a more favourable 
position than before. 

The leadership came from Germany, and for that reason we 
have now the ponderous name of rationalisation ” to describe 
methods which depend upon this policy. This word may be used 
of such results of large-scale production as standardisation, and 
it is also used of the more broadly applied system of scientific 
management. This j!)aper is not concerned with these aspects 
of the idea. Jt is obvious that internal business administration 
should be scientific, and it is entirely for the heads of businesses 
to discover the right technical methods; the “planning” of 
work seems to an outsider to be something which ought always 
to happen, and it is remarkable that this general conception 
should still be taken as noteworthy. Standardisation of final 
products seems, from the public point of view, less completely 
rational than simjilification of processes. But, from such bases, 
“ rationalisation ” has been built up so as to imply the right 
organisation of an industry considered as a typo of government, 
the producers being so related as to enable such policies to be 
applied as works specialisation, non destructive elimination of 
the weak, and the control over the entrance of new establish- 
ments. Now this in turn implies some degree of monopolistic 
control. And it appears to be historically the case that, when 
the leaders of German industry found themselves, after the war 
and the Treaty of Versailles, in conditions confused by inflation 
and the loss of the sources of supply in the Bhine Provinces, 
they sought to justify the great combines which were formed 
by a title which would give them the strongest commendation. 
Pre-war Germany did not like Trusts or Concerns. For a time, 
at least, strong personal leadership seemed necessary after the 
war. And the conception of “ rationalisation ” which was 
adopted and urged, as the highest form of what was scientific 
in business management, had a successful flotation, and has 
crept into the terminology of organisation of industries. 

The World Economic Conference did not give to these claims 
the endorsement which they hoped to obtain. We get only the 
conclusion that combines may be good or bad according to the 
motives and outlook of those who direct them. This means 
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that, as economists, we have to return, witlioiit any prejudice 
from names and titles, to the study of a stage of evolution, taken 
as actual. The change in public opinion must no doubt also be 
taken as a fact. But this is a thing which may at one time 
swing toward the producer, at another toward the consumer, 
according to the conditions of the economic conjuncture. At 
present the difficulties of the producer are more prominent than 
usual. On the other hand, in the immediate post-war boom, 
wo had the Committee on Trusts, the Profiteering Act and its 
Committees, and a different attitude toward what had not yet 
come to be called rationalisation. From any long point of vi(»w, 
a perplexing problem is offered, because if on the one hand it is 
held that industrial joint-stock competition is becoming irrational 
in intensity, and will bo destructive of itself as one industry 
after another reaches an advanced stage of capitalist organisation, 
on the other hand monopolist tendency is also unstable in face 
of jniblic criticism. Hence some dread, and others hope for, 
more attention to the third method, that of public control, 
applied at any rate in some large instances. 

Ill 

But it is still possible that, besides the insecurities and 
instabilities of competition and the dangers of monopolist 
influence, there may be another idea according to which private 
enterprise may work out its future. I’his is the idea of leader- 
ship. It was the view of the Balfour Committee that, if industry 
was to be adequately responsive to changing conditions, and Wtas 
to develop co-operation amid competition, it would specially 
need “ the exercise of the highest qualities of imaginative leader- 
ship.” If we compare industry with the other great systems of 
administration — political, military, and ecclesiastical — it is evident 
that the latter exist as systems because leadership has a definite 
place within them. They arc organised under this form. In 
industry the fact is tending to obtain more consideration, but the 
question is of its formal recognition and status. Policy means 
leadership, and leadership means control; to control anything 
well, it is necessary to control a large part of it; and industry 
is so far from being, as regards conceptions of organisation, 
in pari materia witJi other organised fcjrins of activity, that 
definite leadership has to overcome ohjecdioiis of a quite unique 
kind. This is Ijecause of a fundamental difference })ctween 
industry and the public services, in respect of their immediate 
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aims, and of their relation to the idea of responsibility. It will 
later bo seen how this affects arguments relating to industrial 
control, and to the creation within industry of any sort of em- 
ployees’ franchise — an idea brought over from politics, on the 
implied assumption tliat politics is the type of democratic and 
responsible control. Meanwhile it is necessary to show how 
evolution has created the leadership in industry which seeks to 
confirm its position by combination, but whoso sanctions ” 
create the industrial problem referred to above. 

An analysis was made of the data furnislied to the manu- 
facturing Census of the United States in 1919, which showed 
that, even in that country of large enterprises, the home of tlie 
Trusts, most businesses still operate single establishments. 
Grouping of establishments under one control, extending from 
groups of two to groups of over a Jiundred establishments, 
accounted for only about 71 per cent, of all the establishments 
operating. The large groups which make possible a strong 
personal leadership in industry must therefore still account for 
a small percentage of all the producers. The persistence of 
the producer of small or moderate size is still a marked feature 
of modern industrial organisation. The following analysis of 
the facts may 1)0 taken as a basis of the present position. It 
refers to manufacturing industry, exclusive of what are called 
“ hand and neighbourhood (or local) ” industries, such as the 
village blacksmith. No establishment is included v/hich did not 
have a product worth 5,000 dollars in a year. The basis of this 
comparison from 1909 to 1923 is the number of persons employed 
per establishment. 


Wago-earnors 

por 

EatabliahmoTit. 
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196-3 

173-0 


In this distribution the number of the smallest establishments 
in 1923 is inflated by the change in prices, which would bring 
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within the range of the Census a large number which would 
otherwise have been below the 5,000-dollar limit. Allowing for 
this, the persistence of establishments of moderate size is notable. 

The average size of establishment in tliat country, when 
allowance is made for changes in classification, has increased 
since 1899 as follows : 


Establislirnenl a. 

Wago-earnors per Kstabliahment. 

1899. 

1914. 

1923. 

All 

22-7 

25-5 


Over 5,000-dollar product 

— 


44-7 

Index 

100 

112-3 

130-3 


the figure for 1923 being, in view of the classification and of 
prices, too small. 

When account is taken of contribution to the national product, 
the data for 1923 show the following result (subject to gross 
I^roduct being a comparative index of net product) : 


Value of Produet 
(1,000 dollars). 

J'lstabliRbmont« 
per cent. 

Wago-eamorH 
per cent. 

Product 
per cent. 

5-20 

31-0 

2-2 

M 

20-100 

3G-9 

8-2 

6*7 

100' 600 

21-4 

19-6 

15-7 

500-1000 

4-9 

12-9 

11-1 

Ovxr 1000 

5-2 

57-1 

GO-4 


This last table shows in the most striking way the degree of 
leadership which has been obtained by the small number of large 
establishments. And so far as it is largo establish numts which 
enter into combinations, their influence over policy and prices 
is increased. 

More detailed examination of particular industries shows that 
it is not only in the great industries that this result holds good. 
No relation exists between size of industry, expressed in persons 
employed, and scale of production, or concentration of power. 
Some quite small industries stand high on the list by both these 
tests. 

Germany is more typical of older countries where family 
businesses have played a larger part than in America. In 
Germany, also, the Cartel system was, until the war, the usual 
way of obtaining control, and it tended, as compared with the 
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Trusts, to maintain the smaller establishments. The following 
gives a pre-war comparison, from which the very small estab- 
lishments are eliminated : 


1 

Kblnblislinu'nts 
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i 
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For France, the general form of the tabh; at the Census of 
11)21 is similar. As jcgards this country, tlu^ only data available^ 
are those of the capitalisation of .Joint Stoelc Companies. Over 
the period 11)10 to 1025, of all companies registered, only 2T> pcT 
cent, had a capitalisation of over £200.000, while more tlian 
67 per cent, were cajjitalised below £10,000. 

In the conditions which these results show, the largest pro- 
ducers inevitably feel themselves drawn together in order to 
create an administration for thedr industry. Evolution has given 
them a ])()ssible leadership which they desire to confirm. Tlu^ 
large fringe of smaller producers is felt to be an obstacle to this 
purpose. 'J'Jie ])osition of the largo producers gives them an 
oversight over the market the confirmation of wJiich means the 
organisation of the industry against inroads and uncertainties, 
overlap and weak selling, and it is this further organisation 
which is j)rcsented as industrial rationalisation. Jfence the 
terminology which is applied to the excesses, or d(\structiveness, 
or anarchy of modern industrial competition. As a matter of 
industrial psychology, the desire to be at the head of wide- 
reaching organisations may have just the same motives as tlie 
dcsii’e for control in other spheres. Tt comes up against tin* 
same problem of exceptions which political, military or ecclesi- 
astical organisation wishes to incorporate in a system. It may 
indeed be said that, upon the possibility of creating in industry, 
and reconciling with public opinion, spheres of influence which 
will make industrial leadership as attractive as political or any 
other form of leadership, depends the supply to industry of the 
highest organising ability. There are recent cases in which, when 
such a sphere in industry was open, it has been preferred to 
political office. As compared with the services just mentioned. 
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industry liad, however, to evolve into a condition of largo and 
influential units of enterprise, in order that any further step 
might appear possible. The data quoted above show how this 
position has been reached. 

IV 

In the problem of industrial organisation tliei’o is involved an 
element which docs not belong to the other great tvp(\s of 
organisation. In the latter, the desire for eflicient unity of 
control, strengthened by personal aspirations for great influence 
and authority, is not comidicated by the special industrial fact 
that the resources involved are personal and subject to the risk 
of loss. It is in all the cases regarded as of national importance 
that resources should not ))o wasted or lost, and the desire for 
rationalisation appeals to this (conception of general economy, 
but industry is unlike other administrations as negards the origin 
oi resources and the incidence of liability. It is lU'cessary, 
therefore, to consider to what extent the evolution just described 
affects this liability, as distinct fnnn the pure impulse to higher 
organisation; that is to say, what is tlu^ i)Iace of mitigation of 
risk, as compared with that of leadershij) itself, in the movement 
for combination. 

Leadership may be got either by fighting it out, the method 
of bankruptcy,” or by some method of absoiqilion in one organ- 
isation. It is one of tli(^ claims of the combination method that, 
whether by Trusts or Cartels, the latter is adopted, so that the 
fringe of smaller businesses is more humanely or rationally dealt 
with than inuh'r the former method. On tlic otlua* hand, the 
maintenance of over-investment in this way is often tlu^ liasis 
of criticism of modern combines, because somehow it must be a 
charge on the community through prices, so that it is asserted 
that it is not the rational way of creating systmn. 

And on the other hand, leadership may b(‘. maintained by 
st(q)s taken to prevent or impede the entrance of new cntcipriscs 
into the field. Development is d(\sircd from within, as faj* as 
possible througli the discretion of one governing body, it is 
licld that this also is the ratumal procedure, by which industries 
will l)ccoinc systems of administration, and, as will be shown 
later, impediments on independent new enterprises have some- 
times been imposed with legal authority. 

It is Joint Stock which has made ])ossi})le the evolution of 
great enterprises, and which has also made them powerful 
competitors, so that, it is said, an ever intenser incidence of 
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risk is a fundamental cause of the combination method. But 
Joint Stock has also itself modified the risk clement. 

As long as an industry was in the hands of a large number o f 
producers who were individual in the sense of finding their own 
capital, the competitive struggle, which destroyed a business, 
ruined individuals. Tliere are modern instances of interference 
with this competitive result for this very reason, when an industry 
was still of that grade ; for example, the rcmarlcablc scheme devised 
for the Greek currant trade, and known as the “ Retention.” 
As the ruin of individual small cultivators would otherwise have 
been the result, the Government organised a system of main- 
tenance. But when the units of enterprise arc Joint Stock 
Companies, liquidation does not imply ruin in the same way, 
because Joint Stock brought with it the method of distributed 
investment. In the case of failure, some j)eoplo lose part of 
their capital; perhaps because some other investment of their 
own has been unusually successful. The ramifications of interests 
can now become very great, and the question, what method of 
creating industrial control is most rational, has to take account 
of this, in conjunction with the fact that profit involves a risk 
premium, and that these are the understood conditions of 
investment. By the fact of distribution of investment, the 
industrial risks of capital are to be contrasted with those of 
labour, since wage-earners as a rule can work for only one 
business at a time. 

The same considerations apply to the entrance of new com- 
petition. Enterprises entering the field are not now individuals 
staking everything on little-known chances, but may be directed 
by and largely composed of individuals who are in that same 
field already, and who know a good deal of its conditions. 

In a second degree, these modifications of personal risk appear, 
through the practice, also rendered possible by Joint ^Stock, of 
company investment. While the individual may distribute his 
direct investment, his risks are spread again by the system of 
mutual company holdings, a company in which he invests having 
done this further spreading for him. 

While, therefore, the Direction of an independent business 
does and must consider its shareholders as if they had no other 
investment interests, the intensity of risk in its final incidence is 
not fully represented by Directors’ statements. What applies 
to shareholders, also applies to Directors as such. The “ spread ” 
of Directors’ interests is a very remarkable fact. 

As distinct, therefore, from the pure desire to rationalise, 
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that is, to organise industry in a systematic way under some 
kind of unified control, it is not easy to assign its right place 
to the “ revulsion against risk,” on which also the desire for 
combination has rested its case. 

It is always necessary to distinguish between risks whicli a 
combination may have been formed to overcome, and such as it 
may have created by its own policy. In many notable cas(\s 
the alleged struggle against competitive risks w'as not so much 
“ rationalising ” as ‘‘ de-unrationalising.” The combine created 
conditions favourable to the new competition which had llien 
to be humanely or “ rationally ” dealt with. 

V 

The foregoing considerations show that there is something to 
be said for capitalist evolution in the alleviation of risks ; so that 
we cannot easily separate the risk element from the simple 
purpose of leadership and wide control. 'I'his desire for mor(^ 
extensive control is a feature merely of active enterprise and 
ambition; it has counterparts outside of industry. But as 
distinguished from, for instance, the tendency of public Depart- 
ments to expand when they can, the mixture of risk with ambition 
is a special industrial fact. 

Tlie same is true, in a less degree, when the risks in question 
a]‘is(^ out of bargaining, not out of competition. (Ireat industrial 
ijilluence may be gained by the control of enterprises on dilfercnt 
levels of production, wdiich were not, therefore, formerly com- 
petitive. This comes into being as the last stage of the bargaining 
process, which is made closer by long contracts, exclusive con- 
tracts, and agreements for exclusive trade. Finally, the bar- 
gainers combine. There is something to be said historically 
for the view that such combinations have been formed defensively, 
if it is thought that horizontal combination on one level is exact- 
ing too high a price from producers on another level. Thus 
horizontal combination leads to vertical, and the former becomes 
split by the engagements of its members to deliver their supplies, 
not to the market, but exclusively to some further producers. 
The latter do not get their supplies by this method “ at cost,” 
but they get them free of the special combination profits on the 
earlier products. Thus a steel- works may buy up a coal mine 
in order not to pay the profits of a coal combine. These are 
incidents of industrial friction. But the permanent or rational 
aspects of this policy are again not purely industrial; they are 
more generally administrative, while having this industrial 
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application. It is natural for any great administration to 
consider the continuity of its relations with any supply on which 
it depends. Thus when a public Department takes over the 
service of education, it docs not rely on the market to find a supply 
of teachers properly adapted to its requirements; it sets about 
securing them by its own arrangements. Analogies can be 
drawn also from ecclesiastical and military administrations. It 
is, in fact, difficult in many cases to say what is a single process, 
and how far unity of supervision must extend. Apart, therefore, 
from temporary or accidental causes, many administrations have 
to extend backwards or forwards from their main purpose, and 
in industry this is called vertical integration. In some industries 
the technical advantages are more obvious than in others ; they 
appear to be greatest in the iron and steel trade. But broad 
considerations of administrative supervision may lead to its 
application in any case. 

This form of combination, like the former one, may be under- 
taken for the simple purpose of leadership. But it creates this 
position only when the main administration is itself already so 
large as to give that position; and it does not by itself create 
monopolistic influence. When it is mixed with a large degree 
of horizontal control, it approximates to the third great type of 
aggregated interests — the Concern. 

vr 

Industry cannot be looked at only as a type of government 
because of its special relation to risks; but some of its modern 
developments are to be explained in large measure by reference 
to administrative ideas not peculiar to industry, and especially 
to the motive for extended leadership and influence. When we 
consider the “ Concerns,” wg come to the case where technical 
economic reasons are least easy to assign. These have not the 
definite continuity of the other forms of control. They are of 
the nature of industrial aggregates or blocks. The interests 
which are thus grouped come within the control of one or a few 
single personalities who, because of the diversified nature of 
their influence, arc rather magnates than loaders. Thus in the 
period of the German concerns we had the Stiivios, Thyssen, 
Kloeckner, Haniol and Stumm groups; and if, for instance, we 
examine the Stinnes group, we find that it includes iron and 
steel, special steel products, coal, electrical products, ship- 
building, shipping, chemicals, cables, aluminium, copper, auto- 
mobiles, mineral oil, margarine, newspapers, fisheries and hotels, 
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and this is not a complete list. These interests are obtained 
largely by the method of holdings of shares, and the interests of 
one group may, within the same largo enterprise, touch those of 
another, the ramifications being so numerous that it becomes 
difficult to say where one set of interests begins and another 
ends. The Concerns appeared in Germany in a time of great 
unsettlement, and tlieir explanation — the sudden limitation of 
her resources by the Treaty, and the struggle to control what was 
left — is not a reason going back to economic considerations to 
the same degree as in the case of the other types. They do not 
appear to contribute to the solution of an economic problem, or 
to create a force of leadership for any permanent purpose of 
direction, and they cut across the lines of economic grouping. 
The Stinnes Concern broke down by complexity, and it appears 
that the remainder are being shaken out into parts which will 
adhere to one or other of the main lines of economic grouping 
and control. But grouping of this kind, on a lesser’ scale, is likely 
to continue, since it represents partly a type of ambition which 
is satisfied by variety of industrial interests, and partly the 
fundamental similarity of industrial finance, whatever kind of 
thing it is that is financed. It appears, from an official return, 
that 65 per cent, of the capital of companies in Germany in 1926 
was still in Concerns. 


Vll 

If we look at the iucture wliich is being drawn by these forms 
of grouping taken together, it is something of this nature. On 
(litferent levels, combination takes place by agreements or con- 
solidations, that is. Trusts or Cartels in the usual sense. Though 
the aim of Cartels is to prevent the elimination by failure of 
smaller or weaker producers, in fact they tend to create con- 
solidations, because they allow stronger members to buy up 
weaker ones, and thus to obtain their share of the allotted output. 
As Cartellisation extends, on each level there come to bo pre- 
dominant interests and decided leadership. But cutting vertically 
across this are the combinations which terminate on a ])roduct 
in the higher stages, these combinations having considerable 
shares in the output of low^er products in a succession of stages. 
Of these lower products they use what they require for their 
own finishing processes, and put the rest on the market at Cartel 
prices. A strong vertical combination may have leading influence 
as regards both its final and its lower products. And dispersed 
in a less systematic way over the whole field are the holdings 
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wliich any large business has obtained in enterprises not closely 
related to any main purpose. All these interconnections, made 
possible by the Ilexibility of tlio Joint Stock system, and dis- 
turbing to the theory of economic competition and prices, suggest 
a few broad conclusions. 

First, the capacliy of either management or direction is more 
(lifliciilt to limit than that of technical industrial equipment. 
How broad, or deep, an area of enterprise can be singly managed 
is a question to ^\’hicll all this development is the only answer. 
And a fortiori of Direction. Examination of our own “ Directory 
of Directors ” shows how widely this consultative responsibility 
can be extended, before reaching the limit of its capacity. One 
prominent personality has thirty-two directorships, thirteen of 
which are Chairman’s positions, and three managing director- 
ships; some of the enterprises involved are among the largest 
of their kind; the range covers coal, railways, telegraphs, tea, 
asbestos, assurance, shipping, banking, general merchandise, 
canals. There arc many cases where over a dozen of siuih 
important positions are singly held. These great extensions of 
control are to be related to the impulse to use the powers of 
management and direction at full capacity. On the other hand, 
a public Department, with much greater routine, is supposed to 
be one man’s job. 

Second, the authority of business leaders will increase with the 
niagnitude of tlicir engagements. An examj^lc of this was the 
hurried endorsement of the ju’oposals for international agree- 
ments between largo interests, on the repeated plea that we 
must not be “ afraid of big business,” This became, with marked 
rapidity, the right thing to say, and almost official sanction was 
given to recent conferences of business leaders simply because 
the interests represented, and the jdaiis considered, were on the 
largest scale. Authority is always apt to be its own sanction, 
and in lids case it claims that a measure of monopolistic power 
may be essential to a scheme of rationalisation. Industry being 
a field of more special knowledge than politics, the difficulty is 
greater of applying criticism to leadership ; tliat leadership itself 
is more concerned with working out the administrative methods 
of higher control tlian with the question of its democratic 
position. “I do not consider,” said one of the organisers of 
international industrial agreements, “ whether I may make these 
agreements; I go on and make them.” The relation of the 
community to this authority appears in the end to be detcrminc<l 
by the expectation that scale of responsibility, and the labour of 
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organisation required for these great industrial structures, will 
tend to make leadership, in the words of the Balfour Committee, 
“ imaginative,” and therefore considerate. It was in this expecta- 
tion that the recent Committee on Selling Agencies in the coal 
trade reconciled the dilemma that what was necessary for high 
organisation would create the possibility of monopoly. And so 
Liefmann says: “When one considers what efforts have been 
made in many industries to obtain combination, to find its most 
purposeful form, to bring in the outsiders, to settle the differences ; 
when he secs what time and trouble arc applied, how many 
conferences lield and rules drafted; and when he considers the 
earlier conditions where such common negotiation, making the 
inner details of management a matter of conference and publicity, 
would have been impossible, then he sees how' the whole economic 
structure has changed, and how much the Cartels have revolu- 
tionised the whole basis of management and enterprise.” “ The 
sense of interdependence becomes stronger than the thought of 
economic opposition.”^ This defines the difference between 
magnates and leaders, and the rationalisation of authority. 

Third, there will be the fact of mere coniflcxiiy, whether 
modified or not by publicity. Industrial government permits 
of tJiis in a degree not reached in the other great fields of adminis- 
tration, political, religious and military. Its extent is shown, 
for instance, in the recent ollieial German analysis of the cross- 
relations obtaining within and between the Trusts, Concerns, 
and Cartelled enterprises.- Tiiis maze of interconnections may 
become itself a matter of distrust and prejudice from the side of 
the community, especially but not exclusively in its inter- 
national aspeets. This jncjudice shoAved itself at the outbreak 
of war in a w^ell-known case, described as an “ octopus ” of private 
interests; or in the name, a “ King of rats,” applied to a control 
which has indefinitely cxtend(‘d underground accc^sses in all 
directions. Even if industrial finance is fiexible enough not to 
feel anything unmanageable in this, the community, on occasions 
when such complexities are made public, is alarmed and dis- 
turbed, as if a march were being stolen on its market alternative, 
or Joint Stock practice going beyond the spirit of the law. Sheer 
complexity of relationships might be one of the inlluences moving 
opinion as far beyond the sanction of private combination as 
it has recently moved toward it. Democracy likes at any rate 
to think that it understands how it is governed. 

’ KartelU und Trusts, 1924 E l., i). 33. 

^ Einzelachrijten zur Statistik dcs Vcutschen Hekhs : Nr, 1, 1927. 
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With the growth of industrial leadership a change takes place 
in the relation of price determination to the dynamics of pro- 
diiction. The change is one of emphasis, that is to say, of the 
degree to which prices arc approximated to a cost of production. 
Under a strictly competitive economy, tlicre are producers who 
are just able to come through the lluctiiations of prices with an 
ordinary rate of profit, and these producers are in that sense 
marginal. 'J'hcrc is an amount of production, not always in the 
hands of the sanu^ producers, which is extra -marginal, and of 
course another amount which is intra-marginal. The general 
conditions of supply and demand determine the price level about 
which the fluctuations take place, and therefore determine which 
producers are marginal. The extent to which extra-marginal, or 
high-cost, producers influence price depends on trade practice; 
it is less, the more ])roduction is “ to order,” and they can keep 
their position only by woi-kiiig at lower than ordinary profit. In 
other words, prices are not usually determined by the costs of 
the highest-cost product, but the profit on that product is deter- 
mined by the range through which prices have fluctuated over a 
period; and liigh-cost ])roduct has constantly to move to a 
lower-cost position, or go out of the market. The competitiv(‘ 
equilibrium was not easy to define, but it depended chiefly on 
the output, and the elasticity of the output, of intra-marginal 
producers. It may be said generally that business administration 
Avas exercised on the problem of costs in relation to prices, which 
were the ruling fact, and which decided how much of the capacity 
of output was within, on, or over the lines of profitable production. 
It was always a jnistake to argue, under these conditions, that 
there Avas a body of marginal ])roducers who determined the 
})rice. So far as any producers did this, it Avas the largest, Avho 
Avere probably intra-marginal. All producers were, hoAAXVcr, 
affected by flic knowledge that, though expansions of their 
oAvn output Avero possible and Avould be profitable if prices wcrc 
affected by that alone, other producers would be competitively 
induced to do likewise, and .so output uas controlled by a sense 
of the market, which is a difficult thing to relate exactly to 
prices. 

It is an aspect of ‘‘ rationalised ” industry, on the other 
hand, that the price can be more properly regarded as the inslru- 
menf of an industrial administration. It separates itself sonic- 
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what from relation to any particular cost, and takes priority 
over the output, the latter being adjusted so as to render a 
certain price })olicy j)ossibIe. The leaders of a great combine 
act under the conception of an industrial development which is 
frequently defined as the adaptation of the whole output to the 
possibility of certain prices. ^ This is seen in the details of the 
price policy of (-artels, where a margin exists between base 
prices and the “ accounting ” prices at which the output is 
taken over from tlie members; and also in the use of “ guiding ” 
prices in other cases. Even the “ base ” piice, which was sup- 
posed to be related to a cost of production, has now been omitted 
from the contract of the Eliine-Westphalia Coal Syndicate. This 
instrumental use of prices is the result of the greater supervision 
which has been made possible by combination, and it causes 
the management to resemble an administration in which the 
methods of develojmient arc more capable of a general decision. 
If one looks at such great combines as exist in the tobacco or 
chemical industries, with their high degree of internal organisa- 
tion and their external agreements, the managcnKmt of the 
])ricc will be a compromise between the interests of consumers, 
tliose of the shareholders, the provision of reserves for develop- 
ment, and contingencies. An assignable cost of production is 
less easy to set off against that price. In a sens(‘, this means 
monopolistic inlluencc; but monopolistic policy would be some- 
thing els(‘, the administrative idea of price policy being worked 
with a larger factor of compromise. It may be described 
as the “Safety first” policy in industry. Tlie defence of 
“rationalisation” is just this diih'rence between administrative 
and monopolistic prices, or at least the claim that there is such a 
difference. 

To borrow' the term which most usually describes it, this may 
be called the principle of Anpassung. it is plamndsaig, and 
different in its conception of the enterpriser’s function from that 
more risk-taking pursuit of the consumer which trusts to new 
uses, substitution, and the future compensation for falling prices. 
It does not bank much on the long run, or the elasticity of demand. 
A workable price level being obtained, a tight rein is held over the 
pressure of output against it, and the price is “ managed ” so as 
to give only gradually to this pressure. Price stability so obtained 

^ “ Dio Preiso aiif cinem gowissom Niveau zu halten, dicsem Niveau die 
ProduktioiiRgrosso anzupasson ” (Saitzow). “ Uber die Preisbildung hinaus gibt 
<laa Kartell don ITnternohmcm Gelogonhoit, die gesuinto Absatzorganisation der 
Gowerbo zu rogeln ” (Liefruaun). 

Ko. 148. — VOL. xxxvir. 
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is taken as the index of industrial stability.^ The level depends on 
the amount of administrative freedom which the combined 
producers have, and on the size of their coefficient of compromise. 
Thus parts of the “ contract curve,’* between average cost and 
monopoly price, correspond to positions of highest cost, 
“ dividend ” prices (cither when inflated capitalisation is to be 
made rentable, or when the industry accepts for itself an 
exceptional standard), prices oriented by effective new com- 
petition (ix. by the breaking point of exclusive contracts), and 
prices oriented by the point of “ own-production ” by large 
buyers. Given the factors of an established position — the Macht- 
frage of the combines — and of compromise, the purpose is to 
assimilate the industry to an administration. 

The administrative use of prices may also extend beyond the 
consideration of what will maintain and develop productive 
capacity in a particular industry. It has been claimed that 
strongly led combines may adjust their prices so as to assist 
the stability of industrial development as a whole. Thus a 
combine might, on a rising market, so advance its prices as to 
render expansion more difficult, and therefore so as to damp 
down that expansion. There are very few cases in wdiich it 
can be said that industrial combines have applied this idea. 
Indeed it is significant that it is always the same case that is 
quoted, and one that happened twenty-five years ago. It has 
been considered that this policy is applicable mainly from the 
side of the banks, which, it is suggested, should move the price 
of loans quickly and strongly enough to deter speculative infla- 
tions of business and reduce fluctuations. To keep other things 
more steady than they might otherwise have been, one thing, 
the price of money, would thus be less steady than otherwise. 
This policy is not inapplicable to industries which arc as funda- 
mental as banking — for instance, to the coal industry, on whose 
supplies expansion depends as vitally. It is, however, unlikely 
that any industry will have the same degree of combination for 
this purpose which the great banks have; and the relation of 
such a policy to their own costs is more complicated than it is 
in the case of money. Where price administration has been 
applied for this purpose, it has been in the form of price-stability, 
as in the case of the German Coal Cartel. It is natural that this 
simple method should be applied, and anyone can fix a price, 

^ Cf. Wiedenfeld, Qewer^epoliiikt p. 146, and the B.E.A.M.A. Report on I'rusts 
and Combines in the Electrical Industry ^ p. 21, for typical and almost identical 
statements. 
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especially near the top of a boom, as was done in that case. It 
is, however, price adjustment that is required, a more difficult 
proceeding, and not expectable in respect of industrial adminis- 
trations beyond the necessities of their own internal stability. 

IX 

The idea of a rational administration, in its relation to the 
“ competitive war ” and to the monopoly “ j)ro]jlein,” may be 
otherwise illustrated. Liefmann, a great defender of rational- 
isation by Cartels, states that a Cartel without monopolist 

purpose is nothing at all.” It is to him a matter of definition 
that some common administration is to bo possible. Tliis is 
the reaction which he describes from the overdone system of 
individualism, in which the consumer was tertius (jandem at a 
concealed social cost. But it will bo remembered that Cournot 
derived the competitive position from that of monopoly, by 
multiplying the monopolists. Historically, as well as analytically, 
it is conceivable tliat we might have worked downwards from 
monopolies, instead of upwards from com2)etition, in order to 
obtain the position now called rational administration. 
might equally explain the facts on the ground that the monopoly 
motive is fundamental, and that it expresses itself wherever or 
so far as competition does not impede it; or on the ground 
that comj^etition is fundamental, and always tends to break 
down or circumvent monopolist tendencies. From the former 
l)oint of view, the more competition is unrestricted the less is the 
influence of orijanisaiion ; working down from monopoly, as a 
unified organisation, competition appears as the limiting case, 
wdien all the parts fly apart and act independently. The latter 
standpoint gives monopoly as the limiting case, and therefore 
mompolistic tendency as a description of less complete organisa- 
tion. The conditions now sought for under the name of rational 
control are between these limits of pre-assumption, and may 
therefore be regarded as a departure from whichever end of the 
scale is pre-assumed as “ natural,” in the direction of the other 
” extreme.” Those whose ideal is the completest regulation of 
an industry as a w’holo regard, therefore, the looser structure of 
the Cartel as not so completely rational as the Trust, as a lower 
organisation ; while the still persistent preference for competitive 
conditions regards the Trust as monopoly and the Cartel as 
monopolist tendency. Comparing the method of Cournot with 
that of Ricardo, the “ letting down ” of organisation with the 

00 2 
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“ building up ” of monopoly, the idea of “ dissolution with 
that of “ restriction,” we see “ rationalisation ” as the endeavour 
to find the range between these limiting concepts of purposive 
leadership or industrial administration. Otherwise stated, there 
arc restrictions on organisation as well as on production. Dis- 
missal of the rationalising argument on the ground that it is 
“ another word for restriction ” means that we arc arguing 
under one of the pre-assumptions that which has historically 
had precedence since Adam Smith. The farther fj*om Scylla, 
the nearer to Charybdis, and rice vcmi. The middle way is open 
to both dangers, and to the fears of tlioso who have become 
specialists in rode or whirlpool navigation. 

X 

Reference may be made here to two iec(3nt contributions to 
the problem of extension of control, which in different ways 
place it in relation to the pre-assumption of independent com- 
petitive working. 

It has been shown by Dr. Thorp ^ that there is a groat variety 
in methods of industrial grouping, and that tlie “ ])owTr com- 
bines ” indicate only the last stages of measures taken in a 
smaller degree to strengthen independent positions. He show^s 
that most busines.scs arc operated by a single establishment, 
only 7*4 per cent, of all establishments ])oing in “ groups,” 
though this means a ^ cry much larger proportion of the output. 
Besides those groups which ho calls uniform, in wliich the grouped 
establishments arc of the same kind, and are “ horizontal,” and 
the vertical groups to which reference has been made above, 
he finds that producers defend themselves, on a small scale as 
well as on a large, by other forms of extension of control. There 
is grouping of convergent processes, when the same business 
makes complementary or auxiliary products — what may be called 
“ lateral integration ” — so avoiding the risk that one product 
may be affected on the market by misfit to products used in 
connection with it ; e.g. bedsteads and mattresses may bo grouped 
for production. And there is divergent grouping when different 
products are made under one direction, because of a fundamental 
common material or process; e.g. because of common process, 
wire and hempen ropes arc sometimes produced together. These 
four types of grouping show themselves in most cases on a smal^ 
scale, and are the origins of what, in the largest cases, is called 
’ The InUgration of I mhidnal Operation (Wasliingfon, 11)24). 
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the ratioiialiscation ” movement. In over 60 per cent, of all 
the groups examined there were not more than two establish- 
ments; in 4-5 per cent, of groups there wore more than ten. 
The “ span ” of these groups — the extreme distance between 
their establishments in the same country — may also be an indica- 
tion of the Machtfrage involved ; it was over five hundred miles 
in 17 per cent, of all the groups. Tims the desire for extended 
control arises out of small cases, as a “rational” device on 
various grounds, though its theory and title have been examined 
only in its largest extensions.^ 



An attempt has been made by Dr. Saitzew, of Zuricli, to place 
tlie “ rational ” development in a true perspective as regards 
both motive and structure, in a recent paper.^ He uses the 
method of co-ordinates, placing along three axes points defining 
differences of /ao/.-Ve, indrujuent, and direction ^ of grouping. Thus 
the motive may be pure monopoly, or rational control, or avoid- 
ance of risk, or secret inlluence ; the instrument may be contract, 
fusion or holding company; the direction may bo vertical, 
horizontal or a mixture of these. It is thus possible to place 

* V. Opcrallng Combmationft in Canadian Imhifitrg, by V. W. Bladen, in the 
American Economic Beriew for September 19‘J7, for aa amplification of Dr. 
Thorp’s monograph. 

^ Horizontal und Vcrlikaliin Wandel der letzten Jahrzchnte (Jena, 1927). 
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in relation to cacli other the chief t3’^pe3 of structure, and to 
classify on lines different from those of Dr. Thorp. Part of 
this classification is shown in the diagram, the instruments of 
Contract, Fusion and Holdings being placed on the X-axis ; the 
directions Horizontal or Vertical on the Z-axis; and the motives, 
Monopoly, Rationalisation, Avoidance of Risk, Secrecy and so 
forth, on the Y-axis. On the monopoly level of motive there 
are Trusts (Tj and To) and Cartels (CA) ; on that of rationalisa- 
tion there are the “ organised assoeiafion ’’ (Arbeitsgemeinseliaft, 
AG), the “ great undertaking ” (GU), and one type of Concern 
(COj). It is an exercise in ingenuity to till in other tyi)es. The 
combination HC, H, RI gives the Investment Trust (IT) ; the 
secrecy motive S yields one of the “ Kings of rats ” (R). There 
are various other forms of Concern. Dr. Saitzew has by this 
means done something to rationalise the argument itself. His 
method indicates the range of organisations, which is neith(*r 
all “ monopolist ” nor all “ rational.” 


XI 

In the policy of rational industrial administration, as it is 
usually presented, restriction is involved, on the ground of the 
attempt to ada])t production to a proper rate, to overcome 
duplication, overlai) or speculation, and to give control through 
leadership. 'I’herc are some imj)ortant cases where this policy 
is carried out under ])iil)lic auspic(‘s, and these involve an admis- 
sion of necessary organised action, to Avhich private enterprise 
on similar lines may a])peal for a general sanction. Instances 
are the Brazilian plan for the valorisation of coffee, that is, the 
adjustment of sales under the instrumental use of prices; the 
British rubber scheme; the Greek “ Retention ” in the currant 
trade ; and the German control of potash. '^Fhc last two of these 
may be specially noticed, as important cases of the refusal to let 
competition work itself out, but with some difference in the 
fundamental conditions. 

The Greek Retention arose out of the fact that the currant 
crop is of vital importance in the export trade, and is grown by 
small producers. When the French vineyards were ravaged by 
the phjdloxera after 1870, Greece supplied the deficiency, so that 
the currant was described as the “ saviour ” of the wine industry. 
There was a great extension of plantation in Greece, the peasants 
being advanced loans by the State, and great prosperity till 
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about 1890. Then France, having repaired her vineyards, killed 
the trade with heavy duties. There was so little elasticity in 
the “ pudding ” demand of England, that prices fell ruinously 
and did not cover freights. The peasants were faced with ruin, 
and the Government with revolution in the Morea. It was 
therefore decreed that a percentage of the crop was not to bo 
exported but retained at home, and this percentage had risen to 
35 before the war (now 52). At first the Government, afterwards 
a Privileged Company, received this “ Retention,” to bo disposed 
of at home by finding some new use for it, as currants were not 
consumed in Greece itself. The complicated arrangements would 
require a long statement, but they amounted to ” home dump- 
ing ” on industries which extracted alcohol, or on the Greek 
wine trade, at prices far below the export prices. Heavy taxes 
were laid on new plantations, and funds were raised by the 
Company to compensate cultivators of plantations given up. 
All this was done against the opposition of those who contended 
that the whole idea was wrong, and that natural laws should 
work themselves out. The Privileged Company, getting 35 per 
cent, of the croj') for nothing, was so successful that it was bought 
up in 1924, and the f)roblem is still unsettled. But it shows 
the following features. The control was considered specially 
necessary because the units of enterprise were individual peasants 
faced with ruin. The organisation yielded, for a long lime at 
least, a solution, because organised effort was able to create 
conditions which would not otherwise have been possible. The 
new competitor was restrained by taxes, and the elimination of 
surplus production was obtained by financial measures of com- 
pensation. The last tlireo of these belong to the claim of 
private enterprise for rational solution of the problem of 
production. 

Tho significance of the Potash Cartel is different in so far as 
the members were not individuals faced with ruin by competition, 
but companies. But it shows, under Government sanction, the 
working of the ideas of rationalisation in a very marked way. 
There had been a Cartel since 1879, but investment in this industry 
increased very rapidly, perhaps because of the Cartel, but also 
because of the agricultural demand. A great speculative period, 
the “ Kali fever,” broke out in 1898, the Prussian fiscus itself 
bought (according to Liefmann) an important works in 1906 for 
fifteen times tho paid-up capital, and under such conditions 
there was immense over-capitalisation and excessive investment. 
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In this, as in the Greek case, many persons advanced the view 
that the natural economic solution would in the end be the best; 
and in 1910 the larger j)roduccrs, suffering from reduced quotas 
in the Cartel and consequent high prices, broke away and sold 
ahead to America at half the current prices. The Government 
considered the position dangerous to German agricultural interests. 
In 1910 a huv was passed under which total production, quotas, 
exports, exchange of quotas, and prices were regulated. This 
law did not establish a compulsory syndicate or create a mono- 
poly, but in efTt‘ct it made adherence to the Cartel necessary. 
The important rationalising feature was tliat new competition 
could not arise except on disadvantageous terms, the output 
of such Avorks being by the law subject to special limitation for 
a number of years. In 1919, as tlic result of war conditions, 
the number of producers had increased ti^ 200 (having been 68 
in 1910) ; and the prospects were so sc'rious that compulsion 
was applied by a new law of 1919. All producers wore now 
compelled to join the Syndicate, Avhich became the executive 
organ of the Federal Potash Council, with which, and its organs, 
final supervision lay as to prices and policy. 

The special application of rationalisation under these auspices 
is in respect of closing down, and of the growth within the Cartel 
of the largest interests. Closing down could take place volun- 
tarily or compulsorily. It was decreed in 1021 that owners 
who declared by a date in 1923 (later extended to 1925) their 
willingness to close down and keep closed till 1953, were to retain 
their quotas; that is, they would receive tlieir propoition of 
profits exactly as if they had delivered their supplies. Com- 
pulsory closing down is based on ‘‘ proved permanent un- 
economical working,” the compensation being similar, but on 
reduced quotas. At the end of 1925, out of 224 shafts in exist- 
ence, 118 had been definitely closed till 1953; 71 were at work, 
and 35 held in reserve. The shafts closed down represented 
441 of the 1,000 quotas of the Syndicate. Within the Syndicate, 
combination by exchangealdo quotas, a main method of ration- 
alisation under Cartels, has given a dominating position to two 
large groups. 

It is unnecessary to comment further than to say that to 
carry on prices 44 per cent, of idle capacity is a proposition 
only possible because of Germany’s virtual monopoly of this 
product. The case against “ Ricardian rationalisation ” was 
not a strong one. But it will be seen that a sanction is jnovided 
by such strong instances as these for the proceedings which 
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define as rationalisation tlio inclusion in a new private enterprise 
of the whole fringe of excess capacity, flus the endeavour to 
counteract this diseconomy by the further rationalisation of 
grouped interests under strong leadership. 

XTI 

It was pointed out earlier in this paper tliat the whole ques- 
tion was thrust on public notice by the recent argument on the 
international extension of grouped conlnd, bringing strongly 
into prominence the influence of industrial loaders in their own 
countries. They had obtained a leadership which enabled them 
to speak for their own nations in these arrangements. This 
authority, derived also from the impressive magnitude of the 
international plans, imjmsed on public opinion nearly evory- 
w'here an attitude of assent, so that in a sense these leaders “ got 
away with it ” in their claims for rationalisation by Big Business. 
But whatever may be thought of the systcun of grouping and 
leadership on a national basis w'ould not necessarily apply inter- 
nationally. A eommunity may accept the evolution of com- 
petition into a typo of industrial administration, relying always 
on the foreign market for limitation of monopolistic policy. 
When this guarantee is endangered, it may go back on its assent 
to national combination under purehj private hmder.diip. 

For example, it is a usual form of international agreement 
to “ respect home markets,” and this in elTcct creates prohibitions 
on trade which are greater than the considered fiscal policy of 
the country was prepared to allow. It is argued that tarilTs 
thus become superfluous,*’ a designing expression whieli can 
scarcely have deceived the di.stinguislu*d writers wlio have used 
it. T})e suggestion to rationalise international ])roduetion by 
giving to ])rivatc interests a treaty power overriding that of the 
Governments concerned, compels us to consider in vliat form 
such international relations are compatible witli any system of 
domestic combination. 

'^rhere is, of course, a wide extension of what may be called 
“ direct international capitalism,” through the creation of foreign 
branches and shareholdings. These do not create the problem 
just referred to, which only arises out of ayreements to restrict 
output or markets, and so endangers locally the conditions of 
the consumer. 

A distinction may bo introduced here between two types of 
agreement with the aim of rationalisation. There are those 
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which are called “ agreements for conditions,” and those which 
are more directly restrictive of volume of output and sale. Ex- 
amples of the former are given by agreements on length of credits, 
or for standardisation of types, or against rebates on price. 
But perhaps the most notable instance is tliat rationalisation 
of the conditions of competition w'hich is knowm in the United 
States as a “ trade jiractice submittal.” If there is any practice 
which may be considered unfair — as in the case where various 
wares were marked “ Sheffield steel ” though jjroduced anywhere 
— the firms in the industry may bo called together to a voluntary 
conference by the Federal Trade Commission, and an expression 
of opinion obtained, which practically establishes a law^-merchant 
for the industry. This is an agreement on conditions of trading, 
wdth no other limitation on competition, and there may be scope 
for international agreements of this nature to which no exception 
could bo taken. Thus an agreement against dumping might be 
negotiated, to overcome the “ falsification of the market ” and 
the instabilities which dumping creates; or an agreement for 
the exchange of patents, or for the organisation of trade 
information. 

It would seem that acceptance of the claims of combines to 
rationalise within national limits would be easier if on the inter- 
national level intercoinbine agreements w'ero of this typo of 
” Cartels of Conditions.” Otherwise, instead of international 
agreements leading a fortiori to the justification of national 
combines, they are likely to diminish the consent to, or increase 
the legal supervision over, them. The chief instability of tlio 
present position lies not in the formation of international agree- 
ments of the recent typo, for these have existed for over twenty- 
five years, but in the realisation in the last few years of possible 
undemocratic extensions of industrial authority and leadership. 

XIII 

So far, the ideas of rationalisation and kaidership in industry 
have taken account only of relations between producers, as the 
heads of organised units of enterprise. But the membership of 
an industry includes the great body of workers who are subject 
to this leadership, and it remains to sliow the bearings of the 
argument for “ rationalisation ” upon them. 

As a defence of the Cartel system in tliis respect, it has been 
argued by Liefmann that the dangers of ‘‘ instrumental ” price 
policy to the position of wage-earners as consumers are con- 
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tiniially being lessened by the growing participation of labour in 
prices, through its own combiiu'ition. It has an increasing pro- 
ducers’ interest. Or otherwise, the same argument has been 
put by one great industrial leader, who slates that tlicre is 
practically no pure consumers’ interest except that of the rentiers, 
and these are not to bo too seriously considered against plans 
for a more rational organisation of industry. It is, liowever, 
too summary to dismiss the labour question involved in this 
way. Even if wo consider labour under the broad general 
name of producers, it is obvious that there is a degree of R'stric- 
tion which will affect them all without compensation, there Ijcing 
fewer goods for the whole wage-bill to buy. And if we allow for 
the diversity of kinds of producers, it is also evident that Grou]) A 
may penalise Group B, and rice rmu, and that it will be difficult 
to follow the incidence of various group restrictions, though easy 
to sliow that there may be a great sju’cad of injurious reaction. 
The post-war wage position in this country is largely due to 
such reactions between groups. A general defence in these 
terms of the restrictive aspect of rationalisation policy is open 
to Yves-Guyot’s pertinent question — QhI resirebidra Ja redric- 
tion ? ” Against the debit of producers’ restriction it is not ;i 
set-off to credit labour combination, since the right way of 
distributing the product, and the right rate of production, arc 
independent questions. So far as rationalisation implies restric- 
tion, it has to commend itself to the working-class community 
for reasons against which existing rights of bargaining arc not 
rjffsct or debited. 

The aspect of rationalisation in which labour is interested 
as a farther adtance is that of control. By this is meant the 
sharing of administrative industrial control by labour as such. 
Tdiero are various methods by which shareholding may be extendi'd 
to employees, but in the cases where such holdings give a share 
in administrative control they imply that the labour qiialilication 
is not itself adequate, and tliat employees must qualify as capi- 
talists. Gopartnership schemes have their own place in schemes 
of industrial i)rogress ; but the question is different, how far on 
the basis of work alone it is rational to distribute shares in 
control. 

The existence of organised wage- bargaining is not a solution 
of this question, because it relates mainly to the terms on which 
labour is sold or delivered. The terms of delivery — that is, the 
conditions of work — arc pushed up to a margin called by Mr. 
Goodrich the frontier of control but this, while it compels 
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the inanngciuc-ni to make some internal arrangements concerning 
employment, is at its iilmost rather to bo compared with terms 
of sale and delivery of products between their consumer and 
producers, tlio sellers not thereby entering into the buyers’ 
administration of their own concerns. Tiiis has nowhere been 
more clearly put tliaii in the first clause of the Engineers’ Agree- 
ment, which stated that “ tlie emploj'crs shall not interfere with 
the proper functions of the Trade [Jnions, and the Trade Unions 
shall not interfere with the employers in fhe management of 
their business.” 'hhis was called the ‘‘ General Principles of 
Employment.” It implied two administrations, related as buyer 
and seller of a service. 

The difliculty of overcoming this dualism within tlic individual 
business is that of obtaining any equation between units of 
labour and capital. The idea of a franchise implies a basis of 
qualification, and in this case a rule for equating a certain amount 
of labour of a certain grade to a certain holding of capital. ’J’his 
is tlie point taken by the exponents of the New Zealand Com- 
panies Empowering Act of 1024. By that Act it is possible 
to issue “ Labour sliarvs,” entitling the holdcTS to full voting 
powers, but Companies have themselves to decide what is the 
right distribution of these shares in relation to those of the 
holders of capital. It is very difficult to see a basis of general 
application.^ 

It should be pointed out, however, that the idea of control 
by some kind of industrial franchise is one carried over from 
politics to industry, and th<‘it industry is not alone in not liaving 
hitherto applied it. Sucli other fields of administration as the 
Army and the historic Churches do not proceed on this method 
either. The conditions are not regarded as being such as to 
place these spheres in pari materia with polities as to their 
fundamental principles of control. Many criticisms of industrial 
structure in this respect come from sources where authority is a 
much more marked feature of administration than it is in 
industry. 

Difficulties of this kind arise mainly when the question is of 
a share in the control of individual business('s. A solution 
within that sphere may be found in time al(_)j)g llic path first 
broken by the New Zealand Act. Meairvhilo, liowever, the 
process of industrial grouping for the purposes of technical 
rationalisation does itself tend to make possible a degree of 

’ I havo 1), eii rJ<lo to obtain information of only ono case of the upjilicnticiu 
of tliia Act. 
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rationalisation as labour understands it. For it creates units 
of enterprise which are on the same scale as la])oiir organisation, 
that is, which extend over a large part of an industry. Trade 
Unions have been suspicious of attachments of labour to capitalist 
government within individual busine.sses, but these objections, 
it may be suggested, would not be so serious against the repre- 
sentation of organised labour on the government of great com- 
bines. The fact that scale of working corresponded to size of 
organisation on both hands, l)e.sidcs removing the labour objec- 
tions to sectionalism, might also shift the problem of qualification 
from an individual to a mass basis, the participation in control 
being that of representatives, and settled on some broader view 
of rights of government. It is a feature of the most organised 
.syndicates in Germany that tliis participation in the general 
control has been obtained for labour representatives. The 
horizontal combines, rather than the Concerns, arc obviously 
the most favourable sphere in which to proceed for this purpose. 
It is to be admitted tliat the problem of qualification, while 
simplified, is not solved. For purposes of bargaining the rule 
is equal representation, whatever the relative importance of 
the parties. For purposes of government, in this field, relative 
importance must count. Great combines render a solution more 
possible, and also more urgent. Some great fundamental industry, 
combined cither voluntarily or, as in Germany, by law, might 
develop a solution by tl.e method of trial and amendment. 

Finally, rationalisation by industrial grouping and leadership 
may enable a further step to be taken in respect of industrial 
peace. Our present resources for this purpose, on a voluntary 
basis, are very complete ; but if there is a gap, it is in respect 
of a method of assuring continuance of work while negotiations 
proceed. The coal subsidy was of this nature on an unusual 
scale. In respect of wage di.sputcs in fundamental industries, 
it seems to be a possible addition to our methods tliat, wdien 
negotiations have narrowed the issue to its smalk st difference, 
and there is yet no agreement, the disaster of stoj)pago might be 
averted if the Trade Union could be enabled, jaaiding an arbitra- 
tion, to advance to its members the whole or a part of the differ- 
ence ill question, subject to guarantee of being refunded as 
much of its claim as the award sustained. This might be called 
the method of continuation pay.” It v/ould ahvays be less 
than strike pay, since the latter is about tw'o-fifths of w^ages, 
while the difference in dispute would not often be as much as 
iialf of that. Tlic Union would therefore suffer less even if the 
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award went entirely against it. There is some approximation 
to this method in the occasional practice of ante-dating awards, 
but the community is nob thereby cleared from the loss of a 
stoppage. If a stop of a new Jdnd can bo taken, it is ])y way 
of making “ continuation pay ” a practicable thing. Now the 
higher organisation of industry docs contribute to its practic- 
ability, since it enables a more coni])leto guarantee to be oiTered 
from the side of employers. It may therefore contribute to a 
“ rationalisation ” in industrial relation.ships which would be of 
great benefit to tlic community, the more so if some working 
solution of representative control had been also applied. On 
this note these considerations of (he bearings of tlic new tendency 
may be concluded. 

1). H. MArCRECOR 



THE BRITISH BALANCE OF TRADE, 1925-27 

Great Britain’s visible import surplus (i.e. excess of total 
imports of goods and bullion over total exports) has been increas- 
ing steadily for five years. It was £150,000,000 greater in 1924 
than in 1922, und it looks like behng £85,000,000 greater in 1927 
than in 1024. Meanwhile the volume of new foreign issues on 
the London market has not shown a corresponding decline. 
Whilst formerly our apparent surplus for net additional foreign 
investment generally exceeded (taking one year with another) 
the volume of new foreign issues, since 1924 the reverse has 
been the c;ise. As the accounts must necessarily balance some- 
how, it would bo a matter of much interest to know in which of 
the undisclosed items the balancing changes have occurred. In 
particular, has Groat Britain been diminishing the (net) balance 
of short-period indebtedness due to her from foreign countries ? 

The relevant figures, based on those published by the Board 
of Trade except as indicated in the footnotes, are as follows : — 



£ (millions). 


1922. 

1923. 

1924. 

1 

1925. 

1926. 

1927.2 

Net Non-Mcrchandiso Surplus 

Not Morohandiso Doficieiicy (/.r. 

375 » 

‘ 3751 

410 

438 

465 

465 

Ex(!oss of imports of goods and 
bullion over exports) 

171 

203 

324 

384 

477 

410 

Not Surplus on Income Account . 
Now foreign issues of capital in 

204 1 

1 172 

80 

54 

-12 

55 

London ..... 

130 

130 

135 

88 

111 

no 

Asriumod increase ( -{•) or docreaso 


1 





( “) of other capital items re- 
quired to balance the account . 

08 

1 1 ;io ^ 

- 49 

-34 

-123 

-61 

Bank of Franco repayments to 






37 

Bank of England 

5 3 

0“ 

5 j 

0 

7 


It used to be believed— probably with good reason — that the 

^ Board of Trade old estimates for 1922 and 1923 revised (1922 { 50, 1923 
-f 70) to match their revision of their old estimates for 1924, 1925 and 1920. 

* Excoss of morohandiso imports and now fonagn issues ostimatod on basis 
of figures for first ten montlis; and non-inorcliandiso surplus assumed to bo the 
Bamo as in 1926. 

® Estimated. 
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Board of Trade’s estimate of the Net Non-Merchandise (or 
Invisible) Surplus was much too low. It still rests on a pre- 
carious basis of guesswork, and the Board of Trade docs not 
yet attempt to collect definite facts on the lines followed by the 
United States Department of Commerce. Nevertheless there 
have boon two substantial revisions upwards since the end of 
the war, and I know of no reason for thinking that it is now more 
likely to err in one direction than in the other. The most sub- 
stantial source of error in any given year is to be found in the 
amount of tlic proiits (or losses) made by British merchants, 
importers and s})eculators in dealing in raw materials, wdiich, on 
account of the frequent occurrenco of w'ido price-fluctuations, 
they may have, in fact, bought at diflerent pricc-lcvcls from tliosc; 
appearing in the tradti-returns, or which have not been shipped 
to this couutiy at all. For example, fluctuations in the cost of 
raw rubber alone arc quite capable of affecting the international 
linanoial ])usition of Great Britain by as much as £25,000,000 or 
evTii more between one year and another.^ 11 ow' far the Board 
of Trade attempts to deal with these fluctuations I do not know. 
But it must be diflicult for them to do more than make a rough 
allowance for the larger and more notorious items. 

At any rate, since the Board of Trade have now raised 
their figures so greatly (their revised estimate for 11)20 being 
£140,000,000 greater than their old estimate for 1022), and since 
the big fluctuating item of rubber has contributed a much lower 
figure in 102G and 1027 than in 1025, it is unlikely that the true 
surplus for tlie last two years, 1020 and 1927, available for (net) 
foreign investment lias been much greater than the apparent 
surplus of about £42,000,000. During these two years, however, 
])ublic issues in London on foreign account have amounted to 
more than £220,000,000,“ or (say) £180,000,000 after deducting the 
repayments made by the Bank of France. The question as to 
liow this difference lias been financed is the main subject of this 
inquiry. 

In tlio first place, the proceeds of new foreign issues are a 
very imperfect guide to the net total volume of our investment 


^ In 1024 the avcra{;e price of rubber waa Is. 2 ( 1 . per lb., in 1025 2s. 11c/., in 
1020 Is. IDc/. and in 1027 about Is. 6t/. AsHiiming that British shareliolders 
and merchants are interested in 250,000 tons of rubber per annum in excess of 
British consumption, then our rubber profits were (say) £45,000,000 greater in 
1025 tlion in 1924, £25,000,000 less in 1920 than in 1925, and £12,600,000 loss in 
1927 than in 192f). 

^ Those figures, whicli are based on tho totals published by the Midland Bank, 
exclude, so far as possible, now loans to repay old ones. 
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ill long-dated foreign securities. There are, first of all, the 
Sinking Funds for the repayment of previous fin'eign loans. It 
would not bo difficult to make a fairly aecuratc' estimate as to 
the annual amount of such repayments; but I am not aware 
that any reasoned estimate of these payments — so backwaird are 
all our financial statistics — has ever been made. ]\ly own guess, 
however, as to the Sinking Fund and other anmuildobt redemption 
payments (i.e. exclusive of loans paid off at maturity) would bo 
small — less than £10,000,000 per annum. Apart from such repay- 
ments the London Stock Exchange is an international market 
where many securities are quoted which shift in large amounts from 
one country to another. Great Britain has long been .accustomed 
— though not now on so large a scale as before tlic war — to invest 
substantially in the United States. Then*, are certain securities 
which pass freely between London, Paris, Amsterdam, Berlin 
and Vienna. Various parts of the Empire buy back, as tlu'.y 
grow richer, their own securities which have been financed liy 
British capital in their e.arly days. And — as a feature chiefly 
characteristic of the last tw'o or three years — wo have been 
buying domestic continental securities es[)eeially in Germany, 
and Americans have been beginning to bu}^ a few domestic British 
securities (though the burdens of double income tax continue to 
impede greatly this class of transaction). 

The gross volume of these transactions backwards and forwards 
must be very large. It is, therefore, possible that the net balance 
one way or the other might also be large. Indeed, it is probable 
that our normal pre-war foreign investment was a good deal 
larger than the*, new foreign issues in Loudon. Whether or not 
the rev'crse is now' true, it is hard to say; and it is so difficult to 
make a reasoned estimate as to the amount of the net balance 
that ail attitude of complete agnosticism on the wdiole subject 
might seem attractive. 

All the s.imo, 1 think it is legitimate to draw tentative con- 
clusions as to the order of magnitude of this net balance. The 
very ab.sonce of tangible evidence as to the amount of the various 
transactions involved suggests, 1 think, that their net result is 
not likely to bo very large in relation to the big figures appro- 
priate to the present discussion. Moreover, it is certain that 
there are substantial items on both sides of the account; so that 
if the net difference is to be large, the gross items must be very 
large indeed — so largo as scarcely to escape general observation 
and some sort of rough computation. 

Let me particularise a little further. On one side of the 
No. 148. — VOL. xxxvii. 
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account there arc the purchases of foreign investments by our- 
selves otherwise than through the new issue market. Two or 
three years ago our holdings of American securities stood at a 
low figure, since we liad sold almost the whole of our pre-war 
holdings during and after the war, whilst the risk of loss arising 
out of a return of sterling to parity deterred repurchases prior to 
our return to the gold standard in 1925. 'J'here is much evidenc(;, 
however, that more recently British investors, particularly 
Tnsurance^ (’ompanies and Investment Trusts, have been returning 
to their old favourites. It is. therefore, probable — indeed almost 
certain — that w'e have bought more American securities than 
we iiave sold during tlie last two or three years. 'J'his conclusion 
is corroborated by the figures of the U.8. Department of Com- 
merce, who calculate that in 192fi there was a net movement of 
American stocks and Bonds outw’urds to foreign countries 
generalh' amounting to £25,000,000 (.'5 05 5, 000, 000 sold and 
8509,000.000 re])urchasc(l) ; and add expressly that the evidence 
of their questioimaires shows that Britisli investors are gradually 
reverting to their pre-war custom of investing in iVmerican 
securities.” In addition to this movement, American new issues 
of loans to foreign Governments have generally stood at a slightly 
lower price than similar issues in London, with the result — as 
it is commonly supj)oscd — that there has been a steady stream 
of such bonds from New York to Ijondon. Moreover, since tw'o 
or three years ago we had very few of the domestic securities of 
continental Europe, it is probable that during the period of 
kluropean reconstruction we have purchased more of sucli securities 
than we Jiave sold, especially from Germany. Finally, Pajis, 
which was a buyer of international securities during the fligiit 
from the franc, is more likely to have been a seller on balancf^ 
during the period of recovery. 

On the other side of the account there are the sales of securities 
from ourselves to investors abroad. There is probably a steady 
stream, nowadays, of sales to the Dominions. But it is quite 
certain that such sales are not Iarg(^ in any one year. There 
have been ro-sales of their own high-yielding Government securities 
to contincjital countries; but for the reason given above such 
purchases on continental account are more likel}^ to have been 
made in New York than in London. Finally, there arc the sales 
from London to New York of international securities and also 
of some domestic British securities. Tlie last-named may be 
substantial; but owing to income tax and other considerations, 
such purchases are concentrated on a limited number of securities ; 
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we should surely have heard more about it than we liavc, 
if it had been taking place on the scale of tens of millions per 
nuniuii or anything approaching this. 

On the face of it, therefore, it w^ould sconi that the two sides 
of the account of the sale and purchase of seciiiities to and from 
foreign countries, other than new issues, are more likely to be 
nearly balanced than tlicy are to be widely different. I see no 
reason to think that the one side has exceeded the other during 
the last three years by £100,000,000 or even })y £50,000,000. 
Even a diirerciicc of £20,000,000 would be haid to substantiate. 
It is indeed just as probable, indeed moie probable, that oui’ 
purchases of securities, other than new issues, from foreigners 
have exceeded our sales, as that our sales have exceeded our 
pui’(^liases. 

I eojiclude that a prhnd facie case (‘xists for the view that 
our net foreign investment during the last thioe yc'ars — apart 
from the balance of short-period borrowing and lending — may 
have exceeded our available income surplus by some figure not 
less than £150,000,000, and perhaps in the neighbourhood of 
£200,000,000; from which it w^ould follow that wc? have adjusted 
the position b}- diminishing our liquid ass('ts or increasing our 
short-period obligations by a similar sum. This is after allowing 
for the Hank of France’s r(q)ayments to the J3ank of England. 

Is such a conclusion consistent with the direct evidence as 
to the international movement of short-))eriod balances I If it 
is contradicted by sueb evidence, then the statistical foundations 
on which we have raised it are not strong enougli to justify 
obstinacy. But if it is not contradicted, then our conclusion 
may represent about as good an approximation as the character 
of the data permits. 

For the consideration c^f the movements of shoi’t-periud 
balances, the two and a half years since the return to the Cold 
►Standard may be divided into three intervals. Immediately 
pi'ior to the return to Cold, foreign, and in [mrticular American, 
balances were believed at the time to be flowing to London in 
spoculati\e anticipation of the improvement in the exchange. 
It may be presumed that, after the anticipation was fulfilled, 
])rofits W’cre taken and that those balances llowed out again. 
But at the same time their place w as tjdvcn by normal and quasi- 
permanent foreign banking balances which were re-established 
in London after the restoration of the pre-war gold parity. Hav- 
ing regard to the magnitude of the foreign balances of centi-al 
and other foreign banks, as to which some figures w ill be given 

p p ‘2 
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below, one might expect this movement by the middle of 1926 
to have increased the total foreign balances in London by a 
large amount as compared with the end of 1924 (when the 
speculative movement in anticipation of the return to gold had 
hardly begun), and even by a substantial amount as compared 
with the middle of 1925. I know of no actual figures to sub- 
stantiate this. But City opinion, basing itself on general obser- 
vation of tlie facts, does not doubt that tJie return to gold (what- 
ever its other consequences) restored the position of London as a 
depositary, along with New York, of foreign balances. Over 
and above this return of quasi-permanent balances, this period 
also covers tlio flight from the franc when abnormal i^rivale 
French balances in London were rapidly increasing — the juajor 
part of the collapse of the franc having occurred between October 
1925 and July 1926. 

The second period — say, roughly, from the middle of 192() 
to the middle of 1927 — was marked by the portentous ]>iling up 
of foreign balances by the Bank of France and the French Govern- 
ment. These balances are believaul to Iiave approaelied a total 
of £200,009,000 by the end of this j)eriod, and it is said tliat 
some £80,000,000 out of this was located in London. We 
must not attribute the whole of this How to the period sub- 
sequent to tlie middle of 1926, since to an important extent 
oflicial purchases of sterling on French account represented t!i(i 
taking over of sterling previously purchased by Frenchmen on 
private account. But w^o may fairly attribute the major part 
of it to the period subsequent to the middle of 1925, since there 
is no reason to presume the existence in London in the early 
part of 1925 of large floating balances on French account, 
whether public or luivate. 

Thus whilst tlie return of normal foreign bank balances to 
London overlapped the rediix of balances on account of exchange- 
speculation, and similarly the growth of oHieial French balances 
overlapped the reflux of private French balances, nevertheless, 
if we take the whole period from the beginning of 1925 to tlu^ 
middle of 1927, it is reasonable to assume an increase of at least 
£100,000,000, and probably more, in foreign balances in London, 
in addition to the repayment of £50,000,000 by the Bank of France 
to the Bank of England which has been already allowed for. 

Wo come finally to the period since August 1927, when money 
rates in London have been established on a basis appreciably 
higher than corresponding rates in New York as a result of the 
reduction of the Federal Reserve rates to 3J per cent, and the 
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iTi<aiiitenance of the T3ank of England rate at 4J per cent. In 
comparing British and American money raU's it is always a 
matter of much difliciilty to know which to choose as being most 
truly comparable. In this case, however, dihereiit methods of 
aj^proach yield much the same answer, as is shown l)elow. 

The Federal Reserve BuUelin for September 1927 (jhose as its 
basis of comparison the New York Time Loan Rate (90 days) 
with tlie London Bill Rate (90 days). But it will be better to 
give also the London Time Loan Rate and the New Yewk ('^all 
Loan ( Renewal) Rate : — 



Deposit Rato (00 days). 

London. 1 | Now York.^ 

Three-nionl li.s 
Hill R.ate. 
London.^ 

Call Loan 
llato, 

Now York.* 

July 1020 . . 

4’75 

4-:n 

4-:h 

4-27 

August 

4-75 

4-75 

4-:h) 

4-52 

Si'ptember 

4-75 

4-U4 

4-53 

5-02 

October . 

4*75 

5 

4-69 

4-75 

November 

4-7.“) 

4-75 

4-74 

4-50 

I)ocemb(*r 

4-7.5 

4-6S 

4-47 

5-10 

.January ]'.)27 

4-75 

4oO 

423 

4-32 

l<Vbrurtry . 

4-7.5 

444 

4-14 

4-03 

March . . . i 

4-75 

4- 14 

4-33 

4-13 

April . . . . ! 

4- (56 

4-44 

4-23 

4-18 

^lay . . . . ' 

4-.50 

4-:J7 

.3-62 

4-21) 

Juno 

4-50 

4-50 

4-35 

4-33 

July .... 

4- .50 

4-J7 

4-34 

405 

August 

Seiiteiiibei' 

4-75 : 

4 12 

434 

308 

4-75 

4 12 

4 32 

3 -SO 


This table is, T think, conclusive as to the movement of 
ndative rates in the two centres. In the autumn of 1926 it was 
possible to use a free balance with slightly more profit in New 
York than in London. In the spring of 1927 London was, on 
the whole, offering a little more than Now Y"ork— up to \ per 
cent, higher. In June 1927 rates were as nearly as possible level 
in the two centres. Since August 1927 London has been \ per 
cent, higher than New Y^ork. This is a very substantial ditlerence 
as tlu-^se things go — ])articularly in the autumn, wdien New York 
rates arc almost always higher than London rates. It is evident, 
therefore, that international balances, in so far as they are 
influenced by interest rates, must have had a preference for 
Mow York in the last half of 1926, a slight preference for London 

^ Supi)liecl by a bank. 

' Time Loan Rates as given by Fideral Kvserve Bulldin. 

Mid-monthly three-months Bill Rate as given by London and Cambridyf 
Kmnomic Service, 

* Tlonowal Rate. 



nr)S TUK KCOr^OMir! JOFRNAL [DRC. 

ia tlio fir.sb lialf of J027, and a substantial preference for Lojulon 
since August 1927. 

It is scarcely to be supposed that this shift of relative ivites 
in the autumn of 1927 as compared with the autumn of 1920 
can have been without influenco on tlie movement of international 
balances. But there is a mitigating consideration of wliich we 
liave not yet taken account. If the rate of exchange between 
TiOndon and New York was absolutely fixed — instead of fiuctuat- 
ing, as in fact it docs, between the gold points —there is a lai’gr^ 
supply of floating resources for which even a small difference 
in the relative rates of interest would be a determining considera- 
tion. In view, liowcver, of the fluctuations which actually occur, 
a possible difference between the rate of exchange at which funds 
are remitted and that at which they will be brought back again 
is a relevant factor. If we take 4*85 and 4*89 as the gold export 
and import points respectively for sterling (Miis is not exact, 
but near enougli for the present purpose), this is a difference of 
about *82 per cent. Thus when the sterling exchange stands at 
4*80, an American bank wliich remits funds to London runs the 
risk of having to remit tlicm back again at 4*85 and thus losing 
•82 per cent, on the exchange as an offset against any gain in 
interest. For a long-period investment this hardly counts, but 
spread over three months it is very large. These figures, hou'ever, 
represent the extreme measure of the exchange deterrent as 
against the interest incentive. When sterling is at I-Hu tlu'rci 
is no exchange deterrent; if the remitter anticipates satisfa(dorv 
interest rates in London for some time to come and is, therefore, 
prepared to spread any exchange loss over a longish period, the 
deterrent is much diminished ; and in any case the true measure 
of the deterrent is not its possible maximum but its mathematical 
expectation (i.e. the amounts of possible exchange losses multi- 
plied by their probabilities). Moreover, it is generally possible 
to insure against exchange loss by means of a forward exchange 
transaction for less than the possible maximum of loss.^ 

The fact remains that as sterling creeps up above 4*85, liigh 
interest rates in London become less and less effective in drawing 
short-period investments from abroad. It is evident that with 
exchange at 4*85 a difference of I per cent, in interest rates in 
favour of London might be extremely powerful in drawing funds. 
If short money would not flow in these conditions, it would indicate 
either that our power of maintaining the gold standard vas 

^ I havo gone into the details of thie in A Tract on Monrfanj Reform, olinp. 

ITT. 
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distrusted or that we had borrowed already a large proportion 
of the world’s floating funds. Thus funds will flow in the first 
instance on a scale adequate to cancel out any adverse inter- 
national balance on other scores, and, when this has been 
accomplished, their contiiiued movement shifts the exchange 
upwards. As the exchange rises the remittance of funds becomes 
less and less attractive until a position of equilibrium is reached 
where the incentive of dear money is no longer strong enough 
to draw any additional funds in face of the deterrent of possible 
exchange loss. It is impossible to say d priori just where this 
point of equilibrium will be found, because the exchange deterrent 
is of varying significance and importance to different classes of 
lenders and borrowers ; but during the last two months experi- 
ence seems to indicate that it lies somewhere in the neighbour- 
hood of 4-87. The present indications are that the existing 
difference of interest rates is exceedingly effective in maintaining 
the exchange above 4-85, but that it would need a greater dis- 
parity, or a greater confidence in the duration of the present 
disparity, to drag it up to 4*89. As funds flow under the 
attraction of dear money, the exchange rises ; as the exchange rises 
the cost of insurance by means of a forward exchange transaction 
(i.e. what is called the “ swap rate ’’) increases; and, according 
to recent experience, this continues until for a three-months 
transaction the “ swap rate ” about balances the gain in interest. 
When this point has been reached a further improvement in the 
exchange is dependent on the inflow of “ unhedged ” funds, 
i.e. short-period investments which for one reason or another 
arc prepared to ignore the risk of exchange fluctuations. 

We have stated the argument in terms of the dollar exchange ; 
hut corresponding calculations, each with its appropriate critical 
])oint, also apply to the movement of funds between London and 
the cliicf continental financial centres. 

The argument so far makes it probable tliat funds have moved 
under the influence of dear money suffieiently to liquidate any 
debit balance ; but we have no clue as to the maguitude of s\ich 
movement. The movements must have occurred iu throe ways : — 

(i) by causing trade bills to be carried in Now York instead 

of in London ; 

(ii) by causing London banks to borrow in New York or 

American banks to lend in Lomlon ; 

(iii) by attracting (non- American) international floating 

balances to London. 
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As to each of these we have a certain amount of indirect 
evidence. 

That trade bills have been held back this year is the prevailing 
impression in the City. The Times wrote on October 24, 1927 : — 

“ Amoi’ioan banka, instead of Bonding sterling cotton and grain bills to London 
for discount immediately they aro ready, hav'^o lately shown a tendency to keep 
them as invest rnenta, and to remit them for collection nt maturity. It is calculated 
that the Britisli banks hold at the present moment not rnucli more than one-half 
the amount of Ann'ricnn grain and cotton bills which they had in their portfolios 
two years ago. The Anu'riean banks have been induced to do this by the higher 
rate of discount wliich prevails in Loudon.” 

The shuik movement of raw cotton to Liverpool is partly 
responsible. But the ellect of relative interest rates is confirmed 
from America b}^ an interesting passage in the Boston Evenuuj 
Transc/ ijft (quoted by The Manchester Guardian ^ Oct. 1927) ; — 

“The com])aratively low interest rates prevailing here [United fStates] have 
led British bnnka to make extensive short-term loans at American banks, by 
means of which the London banks h.'ivo prepared themselves to take earo of 
cotton and other acceptance's made Ijy their custonit'rs, the British inanufaotnre'rs, 
as these come along. That is to say, such purchases are, for the moment, being 
finanoetl wholly in dollars, and tho n*ckoning in pounds has been set o\cr for 
60 or 90 days. 

” ^^'hat bankers know is that llio names of Bri(i.^h banks liave been behind 
important borrowings at .short-term hero. Why on earth would Iho Briti.sli 
banka have opened the.so dollar-creilits if it was not for tho financing of autiiinn 
purchases ? Tho conclusion Kcerns ini'seapahlo. ^Moreover, it was given direct 
olHcial sanction on Tuesday by a pn'dictiou in tho Federal Rcservo Ihilletiu that 
‘ tho doclino in rates charged on bjiukers’ acceptances in Xi'W York ’ would have 
precisely this ‘ tendency to attract a larger volume of tho linancing of exports 
to the banks of this country.’ ” 

As to lending by Ainorican banks in London, it is diflieult, 
or impossible, to obtain quantitative c.stimatcs. That it dot s 
occur and sometimes ou a substantial scale, is certain. But it is 
doubtful whether such transactions are very large, because it is 
precisely this type of transaction wliich would bo most dc^terred 
by the level of the “ swaj) rate.” 

As regards international floating balances the impression is, 
I think, that these have been increasing steadily but not sensa- 
tionally, and that for various reasons tho greater part still ro])OSO 
in New York. The volume of these balances, however, is now ,so 
gigantic that tho movement of ovaui a small proportion of them 
amounts to a large absolute figure. This is shown by the reiuarJc- 
able figures collected by the United States Federal llescrve Board 
and Department of Commerce. According to tho former 
authority ^ : — 


^ Bulletin for June 1027. 
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EstiiTiQitos based on the published bfiltmce shools of about thirty central 
banks indicMito that at tho oiid of March 1027 tho.s(' banks held substantial 
amounts of licpiid foreign assets, aggregating altogethi’r at least $1,000,000,000. 
Of this amount about one-half was held by l)n.nk.s required by law to maintain 
roRerv<'a and authorised to include thesti foreign holdings as part of t lieir required 
reserves. More than $800,000,000, liowovor, was held as a nuitt('r of poliey by 
other foreign banks of issue oitluT having no aptaulied legal res.*r\’e riapjirernents, 
as in tlio case of tlie Hank of France, or having no authority to count foreign 
assets as legal reserves, as in (lu^ ease of the eentrul banl.s of the Netherlands 

andvSwedon. . . . Of the t«ita.l holdings of foreign assets b\ central l>aiik.-!, a eon- 

siderablo proportion is lu'ld in Hie Ibiifed State.s. While there is no way to 
determine this proportion jireeisely, there is ri.*ason to beliovo that it is large, 
and that perhaps as much as $1,000,000,000 of the opemting reserves of foreign 
central banks is bi tho form of dollar exchange.” 

This relates to central baiilcs only. TIio. IJ.8. T)o])artinent 
of Commerce, as the result of its revised fjut'stioiinaire to hankers 
for 1926, has arrived at the follow iiig results as to the <{rand 
total of foreign balances and other “ unfunded ” items :~ 

Unftnuled J(enh^ ^ due from r.S. (o Forriijncr.'y- 

! J)oe. ;u, T.)2r). j Dec. :n, ii)2i5. 

Deposits (Time and Di'inand) of foreigners | $1,108,000,000 1 $ 1 , till, 000, OtU) 

Loans and AilvaiK'es from foreigners . j lls,0uu,00U 1)81,000,000 

l$liort-tcrm investments ina<le by IJ.S. j 
banks for foreigners (inclu<iing bills and 
call and time loans [laced on tlu-ir 

behalf) 2$H,()()0.000 I 11 0,000,01 »0 

S I, K 14,000,000 I $2,210,000,000 


lJ)if(tndcd Jfem ^‘ ^ dne, to U.^. from Vorchjnvrs - 

I Dee. ,31, 102.'). j Dee. 3], ]!>2(). 

Dtujosits (Time and Demand) with ! 

foreigiuT.s . , . . . .$307,tM)0,000 ,$327,000,000 

Loans and Advances to foreigu<‘r.s . . 1 r)02,ooo,0oo i OS2,oOO,ooo 

kShort-lc'i'in investments made for T.S. i > 

banks by foreigners . . . . j 87,0(K),0O0 j S0,t)00,00() 

i .$ I, oi<>, 000,000 ! .$1,080,000,000 

^ I 

This table exhibits the reniarkaltle result that at tho end of 
1026 foreigners held liquid as.sots in the United States to the 
value of about £450,000,000, and had increased tliem by al^oiit 
1JSO,000,000 during the year. .Furtlier, the excess of siieh assets 

^ The questionriairo totals have been increased by 10 per cent, to cover many 
snialler banks which did not report. 

^ “Foreigners” is interpreted to include (1) foreign governments, banks, 
bankers and others resident abroad, and (2) foreign branclios of American bank.s. 
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over similar assets held by Americans abroad had increased 
during the year by about £70,000,000. 

If wo were to include the foreign balances held in London 
and other international centres we should probably have at the 
end of 1020 an aggregate of floating international balances of 
the order of magnitude of £600,000,000. The existence of an 
aggregate so large compared with the volume of foreign trade 
and other international items on current, as distinct from capital, 
account is a very novel tiling. Some considerable part of these 
funds is undoubtedly influenced in its location by relative money 
rates (taken in conjunction ivith the actual and prospective 
rates of exchange). This means that the efliciency of bank rates 
as an expedient for liquidating international indebtedness by 
short borrowing (or lending, as the case may bo), without exerting 
a corresponding inlluoncc towards the establishment of permanent 
equilibrium by affecting any of the current items of international 
income and expenditure, is very powerful indeed, 2 )erhaps danger- 
ously so, for a countr}^ standing in good credit. It means that 
it is very easy for such a country to live for a considerable time 
by, in effect, increasing its overdraft. 

At r«ate there is nothing imjirobable in the various factors 
which have been analysed above having led to a diminution of 
anything between £150,000,000 and £200,000,000 in Great 
Britain’s (net) international liquid assets (oxclusivo of the French 
repayment) over the past two or three yoiiV'^. My conjectural 
balance sheet is, therefore, as follows : — 


Great Britain's Internallonal Accoan-, 1925-27 


Not Surplus on Tncomo 

Account .... £100,000,000 

Bank of Franco Repay- 
ment 50,000,000 

Decrease of liquid Inter- 
national AsspIs (not) 150,000,000 


£300,000,000 


Now foreign is.siios in 
London .... £300.000,000 
Otlicr long-term in- 
vestment (net) . . 


£300.000,000 


Possibly £25,000,000 should be added to the total on bolli 
sides of the account ; possibly £25,000,000 should be subtracted. 
It is, however, something of a scandal that it should not bo 
possible to answer these questions for certain within a margin of 
error of (say) £50,000,000 ! 

The satisfactory feature of the situation lies in the fact that 
we appear to have had a surplus of £100,000,000 on income 
account in respect of these years, which include the strike period. 
Our problem is, therefore, primarily, not a problem of restriction, 
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but one of iifljustiiiont botwooii our long- term lending and our 
short-term borrowing. We are comfortably solvent even on 
the basis of the reduced level of exports of 1925 -!^7. So long, how- 
ever, as wo continue to lend abroad more than our current surplus 
and to balance the account by attracting foreign funds, there is, 
obviously, in the situation, a dangerous cleincnt of artificiality. 

The picture of tlie international balance-sheet will not be 
complete without a further glance at the American situation. 
The U.S. Department of C'ommerce report on “ The Balance of 
International Payments of the United Stales in 1920 ”^ has 
disclosed certain facts which will be, I think, very surprising to 
most European readers. We have, most of us, come to regard 
the United States as having an almost inexhaustible surplus 
available for foreign lending, so that tlic chief i)roblcm is to keep 
her supplied with an adequate crop of foreign bonds suited to 
the tastes of her investors. It now appears that this is a delusion. 
America’s large foreign investments of the last two or three 
years have been made — like Great Britain’s — by no means entirely 
out of surplus income, but partly by incurring increased short- 
period indebtedness, 'riic figures for the }'ears 1024-20 are 
as follows : — 


1021 . 1021 ). 


Nt't lon^j-tenn capit.Tl invcstinml i 

abroad . . . . ! So22.0()0.000 $4:12,000,000 ; $522,000,000 

Met/ surplus on inoorno account . j 310,000,()O') 420,000,000 111,000,000 

Excess of long-term investment i 

over surplus income . . j S2 12,000,000 $3,000,000 | $509,000,000 


Of the aggregate excess ($721,000,000) over the three years, 
.$514,000,000 has been definitely traced ])y the (piostionnaires 
to a net increase in foreign liquid assets in the United 8tat(‘S, the 
balance representing untraced errors and omissions.'’ 

Thus in these three years America’s surplus on income account 
averaged not more than about £50,000,000, whilst her net long- 
term foreign investment averaged about £100,000,000. Now the 
first figure is not quite so high as Groat Britain’s surplus (apart 
from the strike year, 1926), whilst her net foreign investment is 
also slightly less than Great Britain’s over th(^ same period, 
'rhus in spite of our diminished exports, our international financial 
capacity is not yet markedly inferior to that of the United States. 

^ By Ray Hall, with a foreword by Herbert Hoover (Trade Triformatieu 
Bulletin, No. fiO.'l). 
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Moreover, the United States has in recent years been doing just 
the same thing that we have been doing, namely, investing long 
out of the proceeds of borrowing short. 

In 1926 the American surplus on current account foil so low 
that, if it had not been for what we paid her in respect of war 
debts, she would have shown a deficit. This surprising state of 
affairs is mainly due to the terrific expenditure of American 
citizens travelling abroad, which is estimated for 1926 at 
$761,000,000 (say, £150,000,000), inclusive of the expenditure 
of Americans more or less permanently resident abroad. 

I should add, to avoid exaggerated conclusions from the 
above, that in 1926 America’s merchandise export surplus was 
unusually low. During the first eight months of 1927 her visible 
trade balance was about £58,000,000 more favourable than in 
the same period of 1926. Thus the surpluses on income account 
in 1924 and 1925 are probably more representative of the present 
position than the surplus in 1926. 

However this may be, it is unlikely that the United States 
can continue to absorb foreign bonds at the present rate, when 
foreign balances in Now York cease, as they must sooner or later, 
to rise, or begin to decline. A prolonged continuance, therefore, 
of the present cheap money policy of the Federal Reserve Board 
may be expected to lead eventually to an export of gold ; and tiie 
above figures suggest that the United States must bo miudi 
nearer losing gold than has commonly been supposed. It would 
seem probable indeed that an outward fiow of gold may be both 
foreseen and desired by the Federal Reserve authoriti(‘S, who 
must presumably be alive to the true situation of the international 
account. In this case the monetary history of next year may 
largely depend on how public opinion takes it when the gold 
actually flows. The public has been taught for so long to regard 
the loss of gold as a sign of weakness that it may alarm them 
unduly even if the Federal Reserve authorities take measures 
to neutralise the effect of the loss of gold on the credit situation. 
If, however, the Federal Reserve Board proves strong and deter- 
mined enough to go through with it, the reassuring effect on the 
central banks of Europe should have a marked influence in 
relaxing credit restrictions throughout the world, raising the inter- 
national price level and stimulating trade and ex ] mansion. Let 
me add that I am here following through the conclusions of an 
argument on a limited terrain , — there are also other influences of 
a kind which lie outside the scope of this article which are capable, 
of diverting the course of events. 
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It will be observed that foreign investment since 1924, both 
by Great Britain and by the United States, has been peculiar 
and abnormal in character, inasmuch as it has not translated 
itself, as it normally does, into a demand either for goods or for 
gold, but has been hoarded in liquid form in the foreign centre 
where the borrowing has occurred. I think that we have here 
a very important clue to the monetary events of recent years. 
The use of the proceeds of foreign borrowing by European central 
banks to l)uild up liquid reserves abroad has had a strong 
deflationary influence. We and the United States have been 
continually creating puixihasing power for foreigners on a very 
generous scale in relation to our true surpluses, but they have 
not been using it. Tt has not translated itself, as it normally 
would, into a demand for goods and a stimulus to trade. Sooner 
or later this hoarding process must come to an end. When it 
does, a seriously depressing influence on international trade and 
general economic expansion will have been removed. 

The modern age, in which debits or credits between nations 
are settled by changes in the volumes of liquid balances held 
in international financial centri's, instead of by movements of 
gold, brings with it a new t 3 ^pe of problem for which ready solu- 
tions are not yet available. This is partly the fault of economists 
who have not 3 "ct forged suflicicntly sharp weapons of analysis — 
though the task of saying just how their present weapons are 
deficient and liow they could be improved lies beyond the scope 
of this article. But it is also true, at least in Great Britain, 
that our statistical apparatus is deplorably deficient. It is 
absolutely vital to a sound monetary policy that w^o should be 
accurately aware of the direction and magnitude of the move- 
ments of international balances. At present our authorities are 
content that the so-called “ invisible ” items in the international 
balance-sheet should remain invisible in the literal sense. It is 
just as though in the old days we had not known within a wdde 
margin of error whether gold was flowing into or out of the 
country or in wdiat quantities. I do not see why questionnaires 
issued in London should not produce as useful results as question- 
naires issued in New York, or why, when in search of facts of 
vital national importance, we should continue to grope in barbaric 
darkness. 


J. M. Keynes 



THE COTAVYN COMMITTEE, THE INCOME TAX AND 
THE PRICE LEVEL 

§ ]. Tjik ijurpose of tliis note is to examine the validity of 
some of tlie arguments witli wliicJi ^ir Josiah Stamp and other 
members of the Colwyn Committee on National Debt and Taxa- 
tion belaboured, in the name of “ orthodox economic science,” 
the nnha])j)y business men who sought to prove before them 
that income tax ” enters into ” the price of goods. It will l)e 
suggested that some of these arguments are fallacious, and 
that others, whether valid or not, involve at the least a radical 
departure from the teaching of that authority to whom most 
frequent reftrcncc was made — Professor Alfretl Maishall. 

§ 2. The argument on w^hich the Committee placed most 
reliance was thus set out by Mr. W. T. Jiayion in his evidencc- 
in-chief (§ 11, M. 177 ^). ” In theory the income tax should not 
affect the economic action of any income-tax payer. It is not 
directly an item in the cost of production. Whether w^e coji- 
aider a whole industry or a particular business, jnoduction under 
competition continues up to that point where the last unit of 
output makes r.o ccaiLribution towards profit, and therefore 
nothing towards the revenue of the State. I’liis is tlio unit of 
production which determines prices, which should therefore b(^ 
unaffected by a t<ax on those units wdiich yield sonui profit. Oji 
the same reasoning, the amount of output should remain un- 
changed.” Mr. Layton proceeds to draw attention to certain 
qualifications of this theory, but explained in his cross-examina- 
tion that he regarded them as being of very little importance, 
and ” the economic theory ” as expounded above as being 
substantially correct (Q. 2.74 1, M. 18()). 

It appears, therefore, that in the view of this high authority 
economic theory teaches that price is determined by the maigiiial 
costs of production, those costs including no element of profit, 
so that profit appears as a surplus above price-determining costs, 
and is indistinguishable in this respect from economic rent. 
The same argument is developed at greater length in Professoj’ 
Soliu'man’s paper on ” Income taxes and the price level,” reprinted 

^ The roforenwrf uio to tJio pagra oi tlio volimio of (A.) aii'l 

of Kvidonco (7].). 
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as Appendix No. XII in the volume of appendices to the Com- 
mittee’s report. “ Inasmuch,” writes Professor Scligman, “ as 
the f)rice is fixed at the cost of producing the most expensive 
portion of the supply that is actually sold, the difference between 
the lowest cost and the actual price — that is, the difference 
between the cost of producing the article and bringing it to 
market under the most disadvantageous circiimsiances and that 
of producing it under more favourable conditions — constitutes 
the yrodveers surplus or profits.^ Jhofits are tlie result of the 
industrial process; they represent not cost, but surplus over 
costs ” (A. 120). 

Further study, hovACver, reveals, in my opinion, a certain 
looseness in Professoi* Seligman’s conception both of what con- 
stitutes the “ costs ” of the marginal prodiicaT and of the sense 
in which tlie profits of the intra-marginal producer constitute a 
“ producer’s surplus.” “ The man at the margin wlio makes no 
profits, or ivho 'n.akcs only the minimum profits which correspond 
to wages of management or recompense for the risl\ pays no tax 
because he makes no jnofits or pays only a ncgligibh tax upon 
these minimum profits ” (A. 121). It makes surely all the 
difference in the world whether we are or are not to reckon 
among the costs of the marginal producer, which ex hypoihesi 
determine price, all such profits as may properly be regarded 
as wages of management or remuneration for risk ; yet Professor 
ISeligman leaves us uncertain. If we are to include them, it 
can surely scarcely be argued that even in America the Golden, 
still less in highly-taxed Britain, the aggregate tax upon all such 
profits is negligible.” 

But Professor Seliginaii does not appear to adhere firmly 
to his conception that only those profits (if any) which are made 
at the margin constitute the necessary reward of risk. For in 
discussing the remoter cflccts of taxation (A. 124) he admits 
that ” the continual growth of a country’s prosperity depends 
largely upon the readiness of the able and tlie vcntuiH’some to 
start new enterprises and to take the risk of the unimown. 
^Vhcre the hazard is great, the profits must be correspondingly 
great ; for in the long run in new and untried fields the profits 
of some are likcl}^ to be counterbalanced by the losses of others. 
If the Government, however, demands too large a percentage of 
these anticii^ated profits, the individual may prefer not to subject 
himself to the risk and may decide to be content with a smaller, 
but a surer, return.” There is no indication that this {ngununl 

* Italica, in tliid and all othor quotations, mine. 
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is intended to apply only to the minimum ” profits (if any) 
of the marginal man ; but if it is not, what exactly is meant by 
the doctrine that profits in general arc “ a surplus ” ? 

§ 3. By far the most elaborate and ingenious analysis of the 
theory of value put befoie the Committee was that constructed 
by Mr. W. H. Coates as a setting for his Interesting and important 
statistical evidence. Mr. Coates, unlike the authorities hitherto 
quoted, atlempls to take into account Marshall’s doctrines of 
“ normal profits ” and of the “ representative firm,” and it will 
be convenient, therefore, at this point to refresh our memory 
of Marshall’s teaching. 

We arc explicitly told p. 343) that in constructing 

the normal supply schedule for any commodity we must include 
ill the siipp]}^ price for an}' quantity supidied “ interest and 
insurance on all the capital ” and “ the gross earnings of manage- 
ment (including insurance against loss) by those who undertake 
tlio risks, wlio engineer and superintend tlie working.” This 
normal supply price is to be conceived as the normal expenses 
of production (including gross earnings of management), not 
of a firm of sub-normal efiiciency, but of a “ representative 
firm.” “ On the one hand, w'o shall not want to select some 
new producer just struggling into business, who works under 
many disadvantages, and has to bo content for a time with 
little or no profits, but who is satisfied w'ith the fact that ho is 
establishing a connect ion and taking tho first steps towards 
building up a successful business; nor, on the other hand, shall 
we want to take a firm which by exceptionally long-sustained 
ability and good fortune has got together a vast business, and 
huge well-ordered workshops that give it a superiority over 
almost all its rivals. But our representative firm must bo one 
which has had a fairly long life, and fair success, which is managed 
with normal ability, and which has normal access to the economics, 
external and internal, which belong to that aggregate volume 
of production ” (Principles, p. 317). Again, we learn (p. 362 n.) 
that “ the supplementary costs, w^hich the owmer of a factory 
expects to be able to add to the prime cost of its products, are 
the source of tho quasi-rents which it will yield to him.^ If they 
come up to his expectation, then his business so far yields good 
profits : if they fall much short of it^ liis business tends to go 
to the bad.” I do not think any warrant can be found in 

* Contrast Q. 0000 (M. 600). (Profossor Hall) Thoro are really throe olomonts : 
the priino cost, tho Buppleinontary cost and tho oloinont of profit? (Mr. Coates) 
Yea. 
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Marshall’s pages either for the view that the costs of production 
which are relevant to the determination of normal value are 
those of the most inefficient or unfortunate producers, or for the 
view that they do not comprise a substantial element of profit. 

I venture to suggest that Sir Josiah Stamp’s attempts (Qq. 
4705-19, M. 337-8) to bludgeon Mr. P. D. Leake with the 
authority of Marshall’s name was based on a misunderstanding 
of the part played by “the marginal principle” in Marshall’s 
theory of value. 

§ 4. Mr. Coates, as was to be expected, shows his familiarity 
with the Marshallian doctrii^c of normal profits as a constituent 
clement of costs ( § 7, A. 67) ; but it is not quite easy to deter- 
mine what relation to this doctrine he conceives his own analj’sis 
to hold. There are moments when lie seems to accept the 
validity of the Marshallian theory as an exj)ression of long-run 
tendencies, and to be concerned merely to point out, like Marshall 
himself, that the price prevailing at any given moment is influenced 
by the temporary oscillations of demand and supjdy. Now if all 
Mr, Coates means is that in short periods of sub-normal demand 
prices wall be charged which are insufficient to cover profits 
(or other supplementary costs), that is, of course, entirely con- 
sistent with Marshall’s teaching. Where ho appears to depart 
from that teaching is (a) in ignoring Marshall’s emphasis on 
the strength and persistency of the forces which operate, even 
in times of sub-normal demand, against cutting prices so far as 
to ” spoil the market,” ^ (/>) in writing as though all short periods 
were short periods of sub-normal demand. “ The conclusion of 
ccoiiomie analysis,” he writes (A. 68), ” is thus that, while the 
broad trend of price is governed by the lowest or most efficient ^ 
cost of production, that cost including normal profit and thcie- 
foro such portion of normal profit as is taken by taxation of 
income, this stage is rarely reached in the actual conditions of 
life. In these conditions, the temporary positions of demand 
and supply are the governing factors, and price is determined 
by the cost of the marginal products, the sale of w Inch yields no 
profit, and may indeed yield a loss.” Mr. Coates thus appears 
to conceive of the so-called “ normal,” not, like Marshall himself 
and Pigou,® as a mean around which actual conditions fluctuate, 

^ Principha, p. 376. Cf. Pigou, Industrial Fluctuations, pp. 167-71 and 281. 

* In this, I think, Mr. Coatoa flics to the opposite oxtrtmie. 

* Cf. the diagrammatic treatment in Economics of Welfare, p. 755, where 
H certain area “ roprosonts normal rotuma to supplomoiitary costs, nnd is equal 
to the average of producers’ surpluses (from a short-period point of view) that 
result from the various positions assumed by the demand schedule Jrom time to 
time^'* 
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but as a maxhriv.m which they are always striving unsuccessfully 
to attain. 

It is, indeed, hard to resist the suspicion that in question and 
answer both Mr. Coates himself and other witnesses and com- 
niittco-nicn were consttantly slipping into arguments relevant 
only to conditions of sub-normal demand. Thus Sir Josiah 
Stamp inquires (Q. 5899, M. 435) : “ If you have a lot of ships 
and existing capital, would you not rather have something from 
them than nothing at rdl ? ” And Mr. Coates, having committed 
himself to the contention that even debenture interest does not 
“ enter into ” prices, is reduced to arguing (Q. 8980, M. 049) : 
“ Your debenture-holders, of course, have a right of recovery 
against you; but I should imagine, m a 'period of lery hud trade, 
when debenture interest is not paid and the circumstances are 
explained, they arc not likely to say, ‘ We are going to put in a 
Receiver at once.’ ” Mr. Coates is, of course, entitled to think 
(A. 07) tliat since “ real life is . . . concerned, not with the long- 
run trend, but with tlie facts of the moment,” “ most attention 
. . . must be given to the short-period relation of demand price 
and supply ])rice,” though no one is entitled, in my view, to 
attcjupt to bluff the busijiess man into supposing that Marshall 
thought so. But since ii long period is after all made up of a 
number of short ones, we are entitled to demand either that 
Mr. Coates’ long-period theory and his short-period theory 
should be ultimately reconcilable with one another, or that 
one of them should be definitely repudiated as inaccurate. The 
long-period theory must not be left, with a perfunctory blessing 
hanging in the void. 

§ 5. Mr. Coates, indeed, sceiris to bo sub-consciously aware of 
this, for, having patted the theory of normal profits on the back 
as a long-run tendency, ho proceeds to criticise it on grounds 
which, if valid, w'ould be as fatal to it in this capacity as in any 
other (§§ 13-10, A. 70-71). It might, he suggests, be true if all 
producers were ccpial in ability. But in real life production is 
ill the hands of numerous producers of very varying strength 
and ability, some of whom are so wTak that they are niiikiiig 
no profits or even making losses. The goods supplied by thei'Ci 
producers form part of the total supply of goods, by the magni- 
tude of which, taken in conjunction with the conditions of 
demand, price is determined. Therefore (so the argument 
appears to run) tlie magnitude of net profits is irrelevant to the 
determination of that price. 

Now it is precisely this type of argument that Marshall s 
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coiicej)tioii of the “ representative firm ” was designed, as it 
seems to me, to forestall. It becomes relevant, therefore, at 
this point to inquire whether the valuable statistics of the dis- 
persion of profits furnished by Mr. Coates (A. 71-85) are such as 
to cast discredit on this conception. Mr. Keynes liolds (Economic 
Journal, June 1927, p. 205) that the magnitude of the dispersion 
is so considerable as to do the conception “ some damage.” I 
venture to think that the shape of the normal curve of error 
disclosed by Air. Coates for the normal year 1912-13, and even 
for the abnormal year 1922- 23, would i:ot greatly have surprised 
Marsliall; but nobody can know.^ In any case Marsliall’s 
doctrine clearly contemplates tlio possibility that some part of the 
supply is ahvays being turned out at a loss. It is still, therefore, 
of at least academic interest to inquire what arc tlie implications 
of the doctrine of the “representative linn ” as to the effects of 
this part of tlic supply upon price, and as to the mode in which 
impediments to supply may be expected to {iffcct price and 
output. 

Tiiat, as Air. Coates points out, the output of the least 
efficient ])roducers forms part of the total output whose magni- 
tude helps to determine price is, of course, evident; but to 
iirguc from this that there is some special relation between price 
and the costs of the least efficient producers is a complete non 
Indeed, us Air. Coates himself points out, the exist- 
ence of a supply from these producers, so far from raising jR’ices 
above the costs (however interpreted) of stronger producers, 
makes it lower than it would be if, other things remaining the 
same, that supply were wiped out. (Of course, according to 
Alaisliall’s doctrine, other things would not remain the same; 

^ Fur coiivoiiieiiro of irforomo I append the summarised statement (A. 92). 
Prolit ;is ])or cent, of turnover hi seven groups of Iraih^s, taken together : — 

Lower U])l)er Moan doviation 

Mediaii. ipi.irtih'. qiiartile. from nu'diaa. 
1912 13 . . 4U1 2r>3 7 07 3-5'J 

1922-23 . . 4-11 1-21 8*40 COl 

- “ Concerns wJiieli are on the point of withdrawal from tho market havo 
been contributing tlieir supiilies to tlu) total offered, and their inllueneo on tho 
sup])ly side lias been a factor in tho deternuiintion of jirice, for, on the cconoini(! 
nrgumfiit, this tends to bo settled in any given unit of time by tho demand which 
ia elTcctivc in relation to tho total tpiaiitily on offer. Tlio addition to supply, 
which thoir activities have jirodueed, will, by its onhirgcmcnt of supply, havo 
tendcil to depress the price to meet the effoctivo demand. Yet tho price influenced 
by this marginal production of tlio weak producers will Iiavo been insuflieient 
to yield these producers a re.siduum of juofit. Into (iiat price can enter no 
elemont of any tax whicli is levied on prolit, for, in tho conditions which exist, 
no tax will bo levied on tlioso weak pro<hucrs whoso incremental supply on llu' 
luarkct i.s a factor in the determination of priLO ” (A. 71). 
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for price having now risen above the costs of representative 
firms, representative firms would either expand their output or 
increase in number or botli until price was brought down again 
to equal their costs.) The whole purport of Marshall’s doctrine 
is that the least efficient producers are no more “ marginal ” 
than any other producers in the only sense of the word that is 
relevant to the determination of price. According to that 
doctrine there will always be some firms which, for what seem 
to them good and sufficient reasons, are ready to carry on pro- 
duction at a sub -normal profit or even at a loss ; and the very 
fact that they are not covering their full costs (including profit) 
shows that they are not specially “ marginal ” in the only relevant 
sense, 2 .c. in the sense that they must cover their full costs if 
equilibrium is to be preserved. 

This would bo true even if the least efficient firm at work 
were covering its costs, excluding profit. But the fact that 
some firms are working at an actual loss, while it raises no 
additional difficulties on the theory tliat there is a special relation 
between price and the costs (including profit) of the repre- 
sentative producer, makes nonsense of the theory that there 
is a special relation between price and the costs (excluding profit) 
of the “ marginal ” producer. For the latter doctrine loses 
entirely its apparent simplicity of outline when we discover that 
in fact the “ marginal ’’ producer is not a man who is making 
neither profit nor loss, but a man who is making a loss of an 
undefined and unpredictable amount. 

§ 6. The trouble seems to arise partly from making an 
illegitimate analytical use of the device, appropriate enougli foi' 
purposes of statistical demonstration, of ranging the various 
producers from left to right in ascending order of magnitude of 
their costs (excluding profits). If the curve so obtained is 
brought into connection with a demand curve, it is natural to 
infer that anything which raises the curve throughout its length, 
so that it cuts the demand curve somewhat further to the left, 
will leave the output of all but the weakest producers unaffected, 
and concentrate on, the latter the whole curtailment of supply. 
So soon as this inference is put into words, it is seen to be falla- 
cious. That, for instance, a uniform tax on raw materials should 
leave the output of the considerable majority of producers in 
any industry unaffected, is not to be believed.^ The theory of 

‘ Though Mr. Coates, with perfect logic, was driven to adopt such a position 
with regard to a general increase in salaries (Q. 8887, M. 644) and oven in wages 
(Q. 8900, M. 604). 
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price as depending on the activities of the “ marginal producers ” 
proves a good deal too much ! 

The fact is, of course, that we have no right thus to bring 
the weakest producers alone into proximity with the lowest 
regions of the demand curve. Unless we are content, like Mar- 
shall, with a supj)ly curve derived from the conditions of a repre- 
sentative producer, the situation can only be treated diagrara- 
matically by setting a partial demand emvc against a partial 
supply curve for each separate cost-group of producers. The 
assumption of a single competitive price dictates that in the 
case of supernormal producers the two curves will not intersect, 
while in the case of sub-normal producers the point of equilibrium 
will lie to the right of their intersection. The effect of any 
change in the conditions of supply must bo studied separately 
for each cost-group. 

But once it is conceded that we must consider the effects of 
an impediment to supply on the actions of all producers, and 
not only of those “ near the margin,” the a priori distinction 
which it is sought to establish between the effects of a tax on 
raw materials and a tax on profits melts away. In either case, 
if it can be established statistically that the actions of the 
majority of producers are not affected, that will be not because 
of the existence of firms “ at the margin,” but because for the 
majority of producers the supply of the taxed factor is, for the 
period of time under consideration, inelastic. Some of the 
business men contended that the supply of business enterprise 
has a certain elasticity even over short periods,^ and most of 
the economists were willing to admit that, at any rate for largo 
changes of reward, it might have over long periods. The point 
at the moment is not whether or no this is true in fact, but 
whether or no the existence of “ marginal concerns ” makes it 
absurd to suppose it to be true. Clearly, in my opinion, it does 
not.2 

1 E.g. Q. 7306 (M. 618). “ (Lord Colwyn) In making up the price, including 

tlie amount of profit, do you include income tax ? — (Mr. Trodwen) It works in 
this way. In many cases I have declined to do business because the reward for 
doing it would be inadequate.” 

Professor Maegrogor argues (Q. 6887, M. 436) that there can oidy bo such a 
short -period chock to enterprise in the case of producers who are individually 
strong enough to affect prices by checking their own supply. I see no reason 
to accept thi.s limitation. 

* In Mr. Coates’ diagram 6 (A. 91) the very point which it is desired to prove, 
namely, the immobility of the supply-curve SS', is assumed from the start. 
Further, this supply curve (in spite of its downward trend) is apparently sup- 
posed to represent momentary conditions, and therefore tlirows little light on 
the validity of the doctrine of ” normal profits.” 
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§ 7. A good deal of the blame for the confusion and misunder- 
standing nliich arose must, I think, be laid on the shoulders of 
the Cominitt (!0 for tlie barren form in which tliey posited tJieir 
question — whether or no income tax enters into ” prices. 
►Several of the business men fell an easy prey, and made ex- 
travagant statements whicli tlicy could not substaiitiatc ; but 
the more thoughtful of them showed tliat they conceived the 
rise in prices as indissolubly bound uj) with a contraction of 
supply.^ Tlie economists, habituated to the conception of tlic 
mutual detci-mination of economic quantities (Marshall, Principle.^', 
p. 818), and to the consideration of “ the things which are not 
seen,” might have been expected to give the business men a 
lead in this respect, and to point out that it makes no difference 
to the equilibrium attained whether the temporal sequence of 
events is (1) rise^ of price, (2) contraction of quantity demanded. 
(3) contraction of quantity supplied, or (1) contraction of quantity 
supplied, (2) rise of ])rice, (3) contraction of quantity demanded. 
But instead the (,'omniittee preferred to harp on an unfruitful 
distinction between the “ incidence ” of a tax and its “ elTects.'’ 
Even Professor Pigou, though (juick to recognise in cross- 
examination that the qu(\stion at issue was largely one of words, 
allowed himself to follow the Committee’s lead in his original 
answer, and so to give it in a form which appears to in’csupposc 
monopoly conditions. “ Jf,” he writes (§ 30, 4; of. Q. 017, 

M. 47), “ as may bo ])rcsnmed, ])eople arc alrc'ady charging the 
prices that yield ihaa the heM profit^ the removal by the State of 
a proportion of the profit will not tempt them to fix piices 

In diagram 4 (A, 80) ]\Ir. (?outr.4 attempts to npi^y tlio conception of margliinl 
j)roduction to individual firms, but as lio does not appear to att.ieh much import- 
aneo to the result as eomjmrcd with tho conception of marginal firms (§ Hfi), the 
difificulties involved will not further pursued liore. Jt may bo mentioned, 
however, that tho shape of the curv<'s of “ cost as ]ier cent, of price for 
ndividual firms first descending owing to inereasiug returns and then ascending 
because “after [a| point, ineroasod supplies begin to affect demand pri»o" 
appears to assume a power of charging differential jn’ices. 

Tho truo Marshallian doetrino is admirably cxi^ounded by Henderson, Svpphj 
mid Demand, eh. v. § 4. “ Tho marginal concern,” ho writes (]). 50), “ must 

bo conceived aa that working under tho least advantageous eonditions in ri'spect 
of tlio aasistaneo it derives from tho atrietly limited rcsoureca of nature, but ; .uh-r 
average conditions as regards managerial capacity and human qualities in gcncrid.' 

^ Mr. GIcnday says (Q. 4807, M. 358) ; “ I liave started off with the idea 
that Income Tax has no direct effect on prices, but T say it has an indirect effect 
n this way, that it reduces tho amount of goo<ls which you sell.” See also 
8463-4 (M. 004) : {IVofessor Hall) Should 1 bo right in putting your view into 
these words : that it reduces your indiiccnK'nt to continue to extend production ? 
— (Sir Hugh Hell) Yes, I think so. (Prof. Hall) And by curtailing production 
it does tend to reduce supply and to send up prices ? Is that, roughly, it ? - 
(Sir Hugh Bell) I think so. 
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differently.” Mr. J. A. Hobson, though twitted by Sir Josiah 
Stamp with hcrc.sy, seems to me on this occasion to liavc sus- 
tained almost alone the unw onted role of champion of Marshallian 
orthodoxy.^ 

It remains to bo added that once it is ivalis(‘d that increased 
prices arc indissolubly bound up with contraction of supply, the 
suggestion of Sir Josiah Stamp (Q. 5882, M. 435). that, if prices 
really are raised, ‘‘ the burden on the capitalist has ceased to 
be a burden because ho has passed it oji to somebody else,” falls 
to the ground. For, as Frofessor Seligman admits (A. 122), 

“ even though the producer should bo able to add the income 
tax to the price of his goods and thus increase his profit per 
unit of output, he would, in all probability, sell so many less 
units as to diminish his total net profits. The l)iisi]u?ss man, 
therefore, is quite justified in objecting to high taxes on business 
profits, oven if he thinks he is able to shift them on to the 
consumer.” 

§ 8. I pass to some of the subsidiary ai’guinents which were 
used to support the contention that income tax cannot “ enter 
into ” prices. Fhe common weakness of all these arguments 
for the purpose in hand is that they seem to be equally applicable 
to local rates or to a general tax on raw^ materials — imposts 
wdiich by common consent do form part of the costs of pro- 
duction. The first argument is derived from tlu' quantity 
theory of money, and points out that unless either the supply 
of money or its velocity of circulation is increased, the old total 
quantity of goods cannot be sold at an enhanced price-level. 
Mr. Hobson allowed himself to be temporarily blinded with this 
argument by Sir Josiah Stamp (Qq. 1G2G-38, i\l. 12G-7), but 
after reflection gave correctly the obvious answer, that ‘‘ the 
rbse of prices would occur through a shrinkage of supply of goods ” 
(M. 127, note). Professor Seligman, in tlie paper already alluded 
to, quotes with approval Ricardo’s form of the same argument 
(A. 123, note). ” The income tax, wan-e it fairly imposed, would 
leave every member of the community in tlie same relative 
situation in which it found him. Each man’s expenses must be 
diminished to the amount of his tax; and if the seller would 

^ I have Bouglit in vain in Marshairti work for a direct expression of opinion 
on the effects of a general income tax. The iu*arest approacli I clui find is the 
following reply to tho Questionnaire of the Royal Cominission on Land Taxation 
(1897): “Generally speaking, the iiicidonco of taxes on profits is widely and 
evenly diffused; they run over rapidly from one pert of a trade to Hiiother and 
from one trade to other trades” (Officud Papera, p. 357). 1 venture to think 

that so far ns it goes this cpiotation supports niy view of tho implication of the 

Marshallian theory. 
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wish to relieve himself from the burthen of the tax by raising 
the price of his commodity^ the buyer for the same reason would 
wish to buy cheaper. These contending interests would so 
exactly counteract each other, that prices would undergo no 
alteration.” In this form, the doctrine avowedly assumes that 
all working-class consumers are income-tax payers; and appar- 
ently also implicitly assumes that the money collected by the 
State is not spent but thrown into the sea. It seems to require 
little further comment. 

The second subsidiary argument (used, e,g., by Sir Josiah 
Stamp, Q. 621, M. 48) is that since the British income tax is 
progressive, and therefore falls on different produeers at different 
rates, it cannot affect prices, because it would not know, so to 
speak, to what extent to affect them. Even if we disbelieve in 
the representative firm, the resources of algebra arc equal in 
Professor Pigou’s hands ^ (though not in mine) to analysing the 
effect upon price of differential taxes upon various sources of 
supply. One might as well argue that because foreign sugar 
and Empire sugar are taxed at different rates, no part of the 
sugar tax falls upon the consumer. 

The third subsidiary argument urges that since there is a 
common price-level throughout the world for goods which enter 
into international trade, there is a theoretical absurdity about 
holding that the price of such goods can liavo been affected by 
the fact that the income tax is higher in Britain than in other 
countries. But clearly, if the British supply forms an appreciable 
part of the world’s supply, there is not; and clearly too the 
argument would be equally valid as applied to local rates. In 
any case the substantial contention of the business men seems 
to have been that the high British taxation made it difficult to 
compete at world pr/ces, and so restricted the volume of trade. 
In answer to this contention, Professor Hall and Mr. Coates 
seem to have taken up the untenable position that no taxation 
can diminish the volume of foreign trade (Q. 1378, M. 109, Q. 
9080, M. 653), though Sir Josiah Stamp (Q. 1379, M. 109) and 
Professor Maegregor (Q. 5892, M. 435) were too wise to acquiesce. 

§ 9. I pass to consider two pieces of direct statistical evidence 
on which Mr. Coates laid great emphasis in support of his con- 
tention that income tax does not in fact (even through the 
medium of restricted supply and reduced enterprise), aflVict 
prices. The first, derived from the same data as the measure- 
ment of dispersion of profits (§ 5), is the fact that, while the 
^ Ecmojnics of Welfare, App. Ill, B, pp. 746-9. 
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standard rate of income tax was 4*28 times and the average 
effective rate (including super-tax) 3-00 times as great in 1022-3 
as in 1912-13, the median rate of profit on turnover, in the 
seven groups of trades considered, was only 4*11 per cent, in 
1922-3 as compared with 4*61 per cent, in 1912-13 (A. 92-0, 
M. 638, § 14). I cannot help feeling, with Sir Alan Anderson, 
that the impressiveness of this result is very much diminished 
when we remember the respective positions occupied the 
years concerned in the trade cycle. As Sir Alan suggests ((J. 
9380, M. 077), “ what you have proved is that the net return 
per unit with a heavy income tax in that very bad year was 
tho same as the net return without the same in(‘.omc tax in a 
normal good year ” — or rather, he might liave said, tho peak 
year of the C3TI0. Everyone will agi-ce witli Mr. Coates that 
there were plenty of otlier causes besides high im-omc tax for 
the reduced volume of trade in 1922-3 ; but wo aic here thrown 
back into tho region of common-sense and general reasoning. 
The particular statistical fact establislied seems to me, for tlic 
reason given, to carry little weiglit. 

§ 10. Mr. Coates’ second main statistical weapon is as follows. 
On the basis of figures j)rcsente<l b}'' Mr. A. li. Gibson in the 
Financial 8upplement of the Spectator, ^larch 7, 1925, and 
extending for over 100 3Tars, ho finds a very liigh corrclafion, 
+ 0*903, between an index-number of wholesale prices and tho 
gross yield of Consols in the succeeding year (A. 101). For 
the sub-period 1908-24 he finds an equally close correlation, 
+ 0*91, while for the same sub-i)CTiod the correlation between 
the price-index and the 7}el 3*ield of Consols {i.c. after dediietion 
of income tax) in the succeeding year is found to be only + 

(A. 102-3). “ Tho implication is that the income tax is an clfoc- 

tivc burden on the income, not thrown off through a movement 
in the 3deld.” The argument, which is not, however, very 
clearly expressed, seems to bo as follotvs. In fixing the gross 
money rate of interest which they demand, peo[)lc are affected 
by variations in tho value of 11101103% and not In' variations in 
the value of money cum variations in income tax, since if they 
were affected b3' the latter combination, it is tho net rate of 
interest and not the gross wliieh the3^ would seek to keep stable 
in commodity value. 

Now tho significance of the high correlation between gross 
interest and the price-level is, as j\lr. Coates himself admits, 
obscure. For year to vear variations, the tendency of demanders 
and suppliers of capital to alter (though with a lag) tho money 
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rate of interest offered and demanded so as to compensate for 
tlie change in the real rate which an expected rise or fall in 
prices v/ould otherwise produce, plays, no doubt, in accordance 
with the welhknown theorem of Professor Irving Fisher, an 
important part. So probably do the variations in the intensity 
of the real demand for capital which occur, more or less synchron- 
ously vith variations in the price-level, in tlio successive phases 
of the trade cycle. But in making a broad comparison between 
interest-rates in a period of high prices and in a period of low 
prices, neither of these explanations will serve. In particular, 
for the purposes of such a comparison, the whole notion of the 
supply price of capital as depending on the level of commodity 
prices is invalid. For of course interest, unlike wages, etc., 
is expressed as a rate 2 )er cent, on cai)ital, so that in comparing 
1024, say, with 101.3, both capital and interest are affected 
alike by tho fall in the value of money. So far as the high 
correlation l>etAveen gross interest and the i)rice-lcvel results 
from tho fact tliat both the rate of interest and the price-level 
fluctuate about a higher mean level in post-war than in pre-w^ar 
years, it is quite clearly not significant, since the cause of the 
raised mean level is unquestionably different in tho two cases. 
The higher mean level of prices is by universal consent mainly 
due to the increased sup^flies of money (including bank-cn^dit) 
in circulation; while, as argued above, the higher mean level 
of interest rates cannot possibly be duo to this cause, either 
directly or through the mediation of the price-level, but must be 
due to a relative shortage in the supply of capital as compared 
with tho demand. Once this is realised, the comparative lowness 
of the correlation between net interest and the price-level ceases 
also to be significant. It is largcdy a reflection of the fact that 
the war, which caused an inflation of pi ices and a shortage of 
capital, led also to the imposition of a high income tax. 

The fact which leaps to the eye from Mr. Coates’ tables is 
that the net rate of interest is now' about the same as it was in 
the years immediately iDreceding the war, i,e. the gross rate has 
gone up by just about the amount of the increase in income tax. 
Sir Alan Anderson seems to have been amjfly justified in pointing 
out (Qq. 9322-39, M. 674-5) that, if we are to talk statistics 
at all, the prima facie suggestion of the statistical evidence is 
that the tax has been added to the supply price of capital. Ju 
his reply to this suggestion, Mr. Coates seems to have taken a 
headlong leap (which Sir Alan was not quick enough to expose) 
into the fallacy explained above. For he suggested in effect 
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(Q. 9924-0) that since the net monc}^ rate of interest was ini- 
changcd, the net real rate had fallen (so that the gross real 
rate might therefore bo substantially unchanged). ^ As already 
stated, since both capital and interest are expressed in depreciated 
pounds, this argument is fallacious. Tliero has been a real rise 
in the gross rate of interest, and its priina facie significance is 
what Sir Alan stated it to be — a relative shortage in tlie supply 
of savings. How^ far this shortage is due to tlio high income 
tax and how far to other causes is, of course, another matter : 
we are hero back in the realm of opinion and general reasoning. 

§ 11. But Mr. Coates also uses the high correlation of prices 
with the gross rate of interest in another manner. In Q. 9105 
(M. 655) he constructs the following syllogism : 

Prices move with gross rate of interest, 

Prices do not move with income tax, 

.'. income tax docs not move with gross rate of interest. 

The minor premiss is apparently based on ?Jr. Coates’ own 
previous general reasonings about the marginal firm, and not 
on statistics; and since it assorts the very point wliicli it is 
souglit to prove (namely, that ineomo tax docs not afTcct prices 
even through the medium of the rate of int(Test), it seems to 
form rather a weak logical link iii the chain of argument. 
Statistically, it is iucoiisisteiit with the very fact on whicli Mr. 
Coates lays special stress in his argument summc.rised in § 10 
above — the lower correlation between not intciwst and prices 
than between gross interest and price.s. If it comes to correla- 
tions, it is worth noting that for the period 1908-24 the correla- 
tion between the rate of income tax jind the price-level is -f- 0-94 
and that betvreen the rate of income tax and flic gross rate of 
interest is d* 0-99.- 

§ 12. [ii conclusion, 1 wish to make it plain that it is to the 
specilic arguments which impressed the (Committee, and not 
to their general conclusions, that I demur. While there is 1:0 
theoretical aljsurdity in .supposing that even over sliort periods 
the supply of existing business enterprise may be elastic, so that, 
in Mr. Tredwen’s words, people “ decline to do busiiua^s because 

^ ‘‘ (Sir Alan) The net n wanl to the investor in investments luis, 

it so happens, Rono up so that ho i^ots as inueh now as ho would lu foro the war. — 
(Mr. Coato^) In terms of money? — (Sir Alan) In terms of money. — (Mr. Coates) 
Not in terms of commodities ? - (Sir Alan) No, not in t('rms of eoinuunlitie.s, but 
in terms of money. . . .--(Mr. Coiitoa) I tliiiik when you turn it into terms of 
commodities it loses its whole point.'’ 

* I am indebted to Mr. D. Barber, of Trinity College, for help in peeing; through 
this particular tangle and for working out the correlations. 



580 THK ECONOMIC JOURNAL fOEC. 

tlie reward for doing it would be inadequate/’ there are strong 
reasons, based on common observation, for doubting whether 
this is, in fact, the case to any important extent. A high income 
tax will only have an important effect in reducing output and 
(monetary conditions remaining unchanged) raising prices if it 
chocks the supply of 7iew capital and business ability. But 
here again the whole history of social legislation and Trade 
Union activity suggests that oven in the long period the elasticity 
of supply of these factors is far less than used to be supposed 
by economists, and far less than business men as a class arc 
naturally inclined to vsupposo even now. Economists are familiar 
with the notion that the demand and supply schedules of any 
commodity are not really independent of one another, so that a 
'pcrmntKnl alteration of the demand schedule may lead to a change 
in the whole sclicdule of supply. It is quite possible that as a 
result of a prolonged high level of taxation business men as a 
class should revi.'-e their conceptions of what constitutes a 
reasonable rate of reward for enterprise, and it is not impossible 
that, as Mr. Coates argues in an interesting passage of his evidence, 
something of the kind has already happened.^ Further, the 
whole tendency of modern economic reasoning is to lay loss 
stress on the effects of this or that action in stimulating or check- 
ing the motives for displaying this or that kind of activity, and 
more stress on its effects in expanding or contracting the sovree^s 
from which that activity emanates. A high income tax, the 
proceeds of which are devoted partly to debt reduction and 
partly to measures of public health and education, may well 
have a beneficial effect on the sources both of savings and business 
enterprise far outw'eighing any discouraging etrcct it may exercise 
on the incentives to display those activities. Finally, it is now' 
realised that even if it can bo definitely proved that a given 
measure has a perceptible effect on the balanco in retarding 
the rate of accumulation of material wealth, that measure docs 
not necessarily stand condemned. The time has come to sub- 
stitute reasoned judgments about what proportion of our 
national income it is proper for us to save for the blind fear of 
doing anything which may make that proportion less than it 
would otherwise have been. 

^ Q. 9406, M. 678. “ Man’s comparison between disT-.l ilii y and utility, effort 

and reward, ia not a constant factor; it is a moving factor, and it is conditioned 
by the terms and circumstances in which tlie man lives. . . . One judges things 
diff<*renlly according to the circumstances that may exist, and wliat may bo not 
enough to tempt a man of fifty-five, may to-day tempt a man of twenty-livo 
strongly, and you have got every degree in between.” 
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For these reasons, the general attitude of the Committee 
and their advisers — tliat if you throw (‘nough taxation mud 
at the business man a good deal of it will stick — and their con- 
clusion that the reduction of the present rate of income tax is 
not a matter of pressing importance, seem to mo wIioUn^ sound 
and admirable. That the technical arguments by which they 
believed themselves to be moved were unsound is not a matter 
of great importance, except in so far as accurate thinking is a 
good in itself, and except for the danger that those arguments, 
reinforced by the autliority of great and respected names, may 
do damage in other connections. 

1 ). 11 . Robertson 



POLITICS AND THE LAND 

Politics and the Land. ]>y (.'ecil Dampier IViietiiam, M.A., 
F.U.S. (Cambridge University Press. 1927. 65.) 

In the gloom of the unfavourable season of 1927, it is 
encouraging to read ]\Ir. D:iini)ier Whethaui’s useful contribution 
to the discussion of the diDicult problems which arise out of the 
present conditions of the farming industry. “ Writing and 
idoughing,” said Jethro Tull, “ arc two dilTerent talents,’* and 
he suggested that one man could not excel in both. But, as an 
owner and farmer of land, and as a Fellow and former tutor of 
a (Cambridge College, Mr. Dampier Whetham may be said to 
combine the two talents to an unusual degree. Well constructed, 
ideasantl}^ written, clear in statement, his book is marked by an 
admirable impartiality. In it arc analysed the causes and eUccts 
of the depression in agriculture ; the various remedies that I'.avo 
been proposed are passed in review; and, in certain salient 
features, the future of rural life in England is forecasted. 

The title of the volume should itself suggest a timely warning. 
Agriculture has already become the centre of fierce political 
controversy. But it is “ Politics ” first, and “ The Land ” 
afterwards. In this lop-sided country, with its disproportionate 
development of urban industrialism, that is the necessary order 
of priority. Unless, on national grounds, the agricultural industry 
could be withdrawn from party politics, tlic interests of a handful 
of food producers will alw'uys lack the beam when weighed in the 
balance against those of the mass of consumers. On this point 
Mr. Dampier Whetham is under no illusion. Ho admits that 
more might perhaps be urged in favour of special aid to agri- 
culture than can be pleaded for other staple industries. But lu‘ 
recognises, and frankly says, that subsidies or protection are, in 
present circumstances, impracticable. 

Nor has Mr. Dampier Whetham any doubt as to the triu^ 
nature of the disease from v/hich agriculture suffers. The prices 
obtainable for agricultural produce have fallen below^ costs ot 
production. But tlie depression of the farming industry from 
this cause cannot be detached from that of other industries, or 
treated as a special episode. In tlie ycar.s 1920-21, in almost 
all countries, at tlie same period of time, throughout the wdiolc 
langc of production, a rapid and continuous fall of prices set ia- 
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All commodities were affected by the collapse. In this country 
during January 1920 the price of agricultural produce generally 
and of wholesale commodities other than food had stood respec- 
tively at 213 and 215 per cent, above the pre-war level; in 
July and August 1923, both had fallen to their lowest points, 
namely, 41 and 47 per cent, above the pre-war level. A move- 
ment so universal and simultaneous must Iiavc had a common 
cause, and that cause was monetary. The war and its aftermath 
had reduced the financial system to chaos, and exaggerated all 
the evils which may result from monetary instability and the 
break-up of general price-levels. Unconsciously and irresistibly 
swept into this world-wide movement, the fanners of almost all 
countries Avore brought in 1921-23 to the verge of ruin. 

In periods of economic upheaval, like that which has been 
recently experienced, all industries necessarily feed the effect of 
a rapid fall in prices. But the worst sufferer is the farmer. It 
is upon him as an individual that the losses fall ; they cannot, as 
in many other enterprises, be distributed atnoiig a large body of 
shareholders. His slow -moving machine is ill adapted to rapid 
movements of prices. The cropping of arable farms, in 
given year, forms part of a plan of campaign which extends over 
a considerable period of time. The machinery cannot be suddenly 
reduced to half -speed, closed down, or switched off into other 
directions. Another disadvantage to which arable farnuTs are 
peculiarly exposed is rightly emphasised by Mr. Dampier Whetham. 
Like Mr. Enfield in The Agricultural Crisis 1920-23, he insists 
on the long interval between the farmer’s seed-time and his 
harvi’st. His turnover is, in fact, more protracted than that of 
other staple industries. On an arable farm the main costs of 
raising winter-sown cereals are incurred from twelve to fourteen 
months before the produce is marketed. When the general level 
of prices is rising, farmers make profits. When it is falling, no 
skill, and none of the ordinary remedies pro[)osed, can save 
them from making losses. Willi this protracted turnover, the 
“ economic lag ” in costs of production behind the downward 
tendency of the iirices of agricultural produce has worked dis- 
astrously. If the lag were purely economic, there would be little 
ground for complaint; but farmers urge with some truth that 
social and political reasons have interfered with its course. So 
far as costs of production consist of wages and railway charges, 
neither of these items of expenditure has been wholly left to the 
operation of free contracts and economic laws. On the contrary, 
both have been assessed by external tribunr.ls at artificial rate>s. 
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TJic effect of this lag in costs of production may be illustrated 
from the cereal harvests of 1920, 1921 and 1922. The following 
arc the prices of the three corn crops per quarter for those three 
years : 


Yrar. j 


Barley. 

Oats. 


.V. d. 

s. d. 

d. 

1 920 

SI) \ 

73 7 

45 7 

]92l 

49 0 

48 1 

2H 4 

1922 

40 9 

35 1 

20 0 


In the auliiinn of 1920, farnuTs, anticipating the maintenance 
of good pric(‘S, faced the high costs of production which then 
prevailed for labour, seeds, rail transport, local rates and other 
items of exf)t‘nditurc. Tlie^^ prex^ared their land and sowed their 
winter wlieat wluui wages, the most important item in farming 
costs, averaged 40.?. lOld., or 100 per cent, above the pre-war 
level. Ihit wlien in January 1922 the crop was marketed, its 
I)rico had fallen to 44 i)er cent, above the level of pre-war prices. 
The net losse.s on the wheat and oats of the 1021 harvest were 
indeed considerably reduced by the sums paid under the repeal 
of Part I of the Agriculture x\ct of 1920 it\ compensation for the 
surrender of the guarantc(‘.s. From this source British growers of 
wheat and oats received u[>ward.s of £18,000,000. 

Against the losses of the following harvest there wa.s no set- 
off, and they were, in a.11 probability, at least as severe. Costs of 
production still lagged far behind the falling prices of cereals. 
Rates continued to rise; cliarges for rail transport had iiot been 
reduced. The cost of labour was indeed declining und(T the 
action of the Conciliation Committees which replaced the Wag('s 
Board in October 1921. At the time when the chief expenditure 
was incurred, that is, in the months of September, October and 
November 1921, wages averaged 135 p(;r cent, above the pre-war 
lev('l as compared with tlie 160 per cent, of the preceding year. 
But this partial relief to the industry was discounted by a further 
fall in the prices at which the crop was marketed. 

During a great part of the critical period of 1921-23 the fall 
in the prices of wholesale commodites other than food was more 
raj)id, and for some time greater, than that of agricultural produce 
generally. This advantage to the farming industry was due to 
the more gradual decline in the prices of beef and mutton, dairy 
])rodiice, poultry and eggs. But by the spring of 1923 those 
products had also fallen to a point which, as has been previously 
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noted, brought the percentage decrease in agricultural produce 
generally three points below that of wholesale commodities other 
than food. So heavy and comprehensive a fall in the prices of 
their produce must have spelt ruin for those occupying owners 
who had bought agricultural holdings in 1917-21 on borrowed 
capital. It is, therefore, satisfactory to note tliat under the 
Agricultural Credits Act, 1923, three and a half million pounds 
were advanced through the Public Works Loan Commissioners 
to purchasers wlio satisfied the conditions and regulations of 
the Act. 

The rapid appreciation in the purchasing power of money 
during the period docs not wholly explain the fluctuations in 
the prices of specific products of agriculture. Seasonal and other 
variations in sup])ly render the farming industry exceptionally 
liable to instability of prices, and their operation has aggravated 
the effects of that general lowering of price levt‘ls whieh resulted 
from monetary disturbances. The market for agricultural pro- 
ducts is constant. Put it is also inelastic, aud therefore it is 
peculiarly scjisitivc to, and disproportionately affected by, the 
slightest degree of surpluses or deficiencies, especial 1}' when the 
produce is perishable. Yet uniformity in agricultural production 
is unattainable. The yield of crops varies with each successive 
season and with the contraction or ex})ansion of tlic cultivated 
area. To the influence on prices of these climatic and other 
\inccrt a inties of home production must be added the iidlucnce of 
similar uncertainties in every importing country, and even of 
their rates of transport. Not only the yield but the quality of 
the crops varies with the caprice of tlio weather, and again 
juices are atfected by the condition in wliich the produce is 
harvested. Finally, the prices actually realised by farmers for a 
considerable portion of their produce are inttuenced by the 
stringency of the financial pressure to which they arc exposed. In 
had times the discount for ready cash on their crops is ruinously 
hcMvy. Instances of these variations might bo multiplied from 
the history of the last six years. Part at least of the decline in 
wheat prices in 1921 and 1922 was due to increased production 
on an extended area by the principal exporting countries. The 
slump in potatoes in the early months of 1923 maiidy resulted 
from the exceptional yield of a favourable season. The exaggera- 
tion of the seasonal decline in the prices of milk, eggs and poultry 
in the spring of tho same year was due to increased production 
of perishable commodities. The variations in the prices of 
carrots in the autumn months of 1921 and of 1922 illustrate the 
Ko. 14S. — VOL. XXXVII. 
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changes in supply caused by differences between the seasons 
and the effect of an extended area of cultivation. In 1921 the 
price of carrots per cwt., grown on 8,224 acres, was 135. Id. In 
1922 the area sown was 14,084 acres and prices sank to 25. llcf, 
per cwt. The phenomenal drop in wheat prices after the harvests 
of 1922 and 1923 affords strong evidence of the financial dilTiculties 
of the industry. The same point is confirmed by the fall in 
September 1927. Unable to wait till their wheat had dried in 
the stack, many farmers have been compelled to thresh and 
realise at once, and, under a plentiful supply of wheat, often in 
poor condition, the market has broken badly. 

The readjustment of the disorganised industry of farming is 
necessarily a slow and even a painful process. Throughout the 
crisis the output from agricultural land has been maintained at 
pre-war levels ; but it has continued to change in character from 
corn-growing to animal husbandry and diversified farming. 
Cattle have increased by 500,000, pigs by 580,000 on the figures 
of 1913. 8heep have increased and are now only 60,000 fewer; 
but there is a significant decline in the heavy breeds of arable 
counties. The introduction of sugar beet on an area of 221,700 
acres shows the willingness of farmers to adopt new crops, and 
probably explains the addition to the area under wheat. The 
production of potatoes, fruit, vegetables, eggs and poultry is 
greater than it w'as in i)re-w'ar years. But under eeonojnie 
pressure more arable land has again been laid down to grass, 
bringing the total reduction of the area under the plough, as 
compared wdih 1914, to 690,000 acres. Mr. Uampier Whetham 
is at his best in discussing the preference of farmers for pasture. 
Ho shows that the economic lag between costs of production and 
prices on grass is shorter by six or seven months than it is on 
arable land. Grass-farming involves less expenditure and offers 
greater possibilities of profit; partly because of its quicker 
turnover, it is also safer. 

The condition of agriculture up to the harvest of 1927 was 
less unfavourable than might have been anticipated. The fact 
says much for the tenacity and courage of British farmers. But 
no permanent return to prosperity can bo expected until tlic 
balance between prices of produce and costs of production is 
re-established, and the restoration of this equilibrium is oul}' 
possible with a greater stabilisation of prices, not only by control 
over violent changes in the purchasing power of money, but by 
the regulation of the normal fluctuations in the prices of specific 
products of agriculture. The two problems arc distinct and the 
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nature of the remedies for their respective solutions is entirely 
different. 

Little attention has been given in political discussion to those 
general disturbances of price-levels by monetary causes which, 
from time to time, inflict on the community widespread industrial 
depression and unemployment. The probable explanation is 
that the subject is too difficult to form a telling party cry. One 
hopeful proposal is found in the Resolutions of the Financial 
Commission of the Genoa Conference in 1922. Here were at 
least recognised the need and the means of controlling fluctuations 
in the purchasing power of gold through common action by 
international agreement. For the time, the Resolutions lie out- 
side the range of practical politics. But they are on record for 
future use. Mr. Dam pier VVhetham, however, goes further. 
He argues against the retention of gold as the basis of currency, 
and urges that some more stationary standard should be adopted 
than a commodity which falls or rises in value with the abund- 
ance or scarcity of its supply. The important question which 
^Ir. Dampier Whetham raises may some day become a burning 
subject of political discussion. For the present, however, it may 
be enough to say that an ctlectivc gold standard has now been 
rebuilt, and a certain steadiness in general price-levels secured. 
In the past the machinery of credit on the gold basis has worked 
smoothly. In the future more is expected from its use. Good 
may come out of much evil, if recent experience is turned to 
account. Banks possess powerful instruments for the control of 
trade fluctuations. What is now asked of them, and particularly 
of the Treasury and the Bank of England, is that in internal 
linance they should adopt a new j)rinciple of policy, deliberately 
use their powers to maintain sterling prices at a stable level, and 
employ their resources to regulate their movements. If this 
principle were followed, discount rates would be lowered or 
raised, and credit expanded or restricted, not with the object of 
preserving reserve ratios, but with that of counteracting the 
causes of those feverish fluctuations of general trade which easily 
develop into booms or slumps. 

By combined action on the lines of such a policy, recurrences 
of violent monetary disorders might be in normal times pre- 
vented. Agriculture, in common with other industries, may 
tlicrefore hope to be freed from the paralysis of sudden economic 
upheavals. But though financial remedies remove the general 
cause of industrial depression, they do not touch the special 
problems of agriculture. On these one general observation may 

RR 2 
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be liazarded. Without greater steadiness of prices it is unlikely 
that the balance between them and costs of production can be 
restored or maintained, and until the market for agricultural 
produce is rationed, it will remain unstable and hypersensitive, 
reflecting in variations of value the slightest symptom of deficiency 
or excess. Some degree of reguLarity of supply can be achieved 
by co-operative marketing. In such methods foreign farmers 
liave found salvation from difficulties which British farmers 
aggravate by their almost fierce individualism. Admirable as is 
their spirit of sturdy indcpcndenco it must submit to modern 
conditions. Farming to-day is more than a “ one man’s job.” 
Captains of other industries, not more highly capitalised than an 
average farm, arc assisted by a competent staff where each 
individual farmer is alone and unaided. Farmers therefore 
cannot be reasonably expected to organise collective trading for 
themselves. But until a definite practical scheme of co-opcrativ(‘ 
marketing has been prepared for dealing with a single product, 
or closely allied group of products, and submitted to the National 
Farmers’ Union, the principle will rank with vague phrases like 
co-ordination and correlation, which blanket tiie interest of 
agricultural audiences. 

Incidentally, it may be added that, through co-operative 
marketing, the dilficulty of credit adapted to the protracted 
turnover of farmers may be x>artiall3^ solved. Suppose that an 
Association was formed in the eastern counties to j^ool the wheat 
of the district and regulate its sux^ply to the market. The pool 
forms a security on which banks would advance money to tiu' 
Association for distribution to the individual producers, who 
would thus escape the necessity of realising their crox)s at a 
ruinous discount for ready cash. On a small scale and in excep- 
tional circumstances, the priiici|)lc has been tested in this country. 
In 1917 individualism would have ruined all but the strongest of 
those engaged in the lio]) industry ; co-oi)crative marketing saved 
them all — small as well as great. The j'>roduec was eoinx)ulsorily 
pooled in the hands of a Committee of producers, dealers ami 
brewers, and through the Committee 80 per cent, of the estiniafed 
value of the croj) was advanced to producers for the current 
expenses of the year. On similar lines the United States have 
legislated for “ intermediate credit ” and so saved thousands of 
farmers from bankruptcy. Our own Agricultural Credits Act 
(1923) failed to create Credit Societies on continental models. 
American methods, worked through our own network of pro- 
vincial banks, promise better prospects of providing that agri- 



1927] 


roIJTirS AND THE LAND 


689 


cultural credit whicdi a disastrous season lias rendered a crying 
need. 

It is important that the British public should understand the 
causes of agricultural depression because to their decision rival 
political parties submit their programmes of remedies or pallia- 
tives. Equally important is it that they should understand its 
extent. Conditions have been exaggerated to create the impres- 
sion that British farmers owe their misfortunes to their own 
incompetence. Mr. Dampier Whetham’s protest against ex- 
aggeration will be confirmed by most men of practical experience. 
No one suggests that there is not room for improvement in 
British agriculture. But before the present system is rooted up 
it is well to remember that, in this country, agricultural land 
equipped for cultivation is cheaper to buy or rent than elsewhere 
on the Continent or in the Australian Commonwealth ; that the 
real wages of agricultural labour, low though they are, are higher 
here than in any Phiropean country; that if the productivity of 
the cropped area of land is less than that of Belgium, it is equal 
to that of Holland, Germany or Denmark, and higher than that 
of France; that through the expenditure of the private money 
of landowners in the equipment and maintenance of their farms, 
English farmers enjoy the use of an immense capital, estimated 
by Mr. Thompson at £815,000,000, at rates of interest consider- 
ably below those at which the Government is able to borrow; 
and, finally, that in crop production good farmers inherit a wisdom 
to which science can add little or nothing, and that, in all that 
relates to animal husbandry, they have no superiors in the world. 

Ernle 



FINANCIAL RELATIONS OF THE STATES AND THE 
COMMONWEALTH OF AUSTRALIA 

In September 1921 1 outlined in the Economic Journal the 
main features of the financial relations of the States and the 
Commonwealth since the establishment of federation, and 
discussed the abortive conference of 1923 at which the Common- 
wealth sought to commit the States to a ])roposal under which the 
j)er capita payments of 255 . to the States would be terminated 
and the Commonwealth would give up a portion of its income tax. 
The subject has bc'cn a major political issue in Australia in the 
past four years, further conferences have been held and proposals 
for its solution have been made by students of the problem. At. 
an important conference of the States and the Commonwealth 
held in Melbourne in June last, a basis of agreement was readied 
upon which legislation in the several Parliaments is pending. 
This is a convenient moment for bringing the former article 
up to date, and briefly outlining the nature of the settlement now 
arranged. 

In the period from 1923 to 1927 the chief facts relating to the 
problem may be stated as follows : 

(i) The customs and excise revenue has steadily expanded, 
due partly to the increase in the tarilT and partly to the growth 
of imports stimulated by prosperity at home and borrowing 
abroad. Thus the percentage of indirect taxation to total 
Commonwealth taxation increased from 00 per cent in 1923 to 
72 per cent, in 1920, while the proportion of indirect taxation to 
total taxation of the Commonwealth and the States increased 
from 48 per cent, to 50 per cent, only in this period. Whilst the 
yield of direct taxes levied by the Commonwealth has been 
stationary in the past three years and the rates steadily declining, 
the States have found it necessary to increase taxation, the total 
return having risen from £18,740,000 in 1923 to £23,452,000 
in 1926. The Commonwealth in this period abandoned the 
land tax on leasehold proi)ertics, but retained the tax on 
freehold. 

(ii) Slight changes had been brought about in the financial 
relations of the States and the Commonwealth on account of the 
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special difficulties of Western Australia and Tasmania. After 
investigations by the Commonwealth, both States received 
special grants amounting in the case of the former to £450,000 per 
annum for five years, and in the latter to £378,000 per annum for 
two years. 

(iii) A second conference was convened in May 1926 at which 
the Commonwealth proposed that the delimitation of spheres of 
taxation should be made on the principle that the Commonwealth 
should levy indirect taxes and the States direct taxes. As a 
first step in this direction the Commonwealth suggested that it 
sliould retire from the field of income tax on individuals, that 
the per capita payments should cease and that temporary assist- 
ance should be given to the States to prevent dislocafion in their 
finances in the transition x>^riod. This scheme was quite 
unacceptable to the States, which insisted on their moral rights 
to some XDortion of the revenue from customs and excise. The 
attitude of the States was expressed at a sx)ecial conference of 
the State Premiers held in June, when it was declared “ that 
there should be no departure from the basis upon which the 
financial relations of the States and the Commonwealth have 
rested without the fullest consideration at a constitutional session 
and the approval of the xieople at a referendum.”^ 

(iv) Meanwhile, on June 4th, the Federal Treasurer had 
introduced a Bill for the cessation of the per capita payments. 
On this occasion he submitted an amended scheme under which 
the Commonwealth would surrender land tax, estate duties, 
entertainments tax, and 40 x^er cent, of the income tax on both 
individuals and companies. As in all other Commonwealth 
])rox)osalH, the Treasurer was able to show that the total amount 
of taxation surrendered by the Commonwealth w^as greater than 
the per capita payments which would be terminated. ^ 

It is not necessary to repeat the objections against these 
schemes for adjusting financial relations. They are fully set out 
in the previous article. Acute differences between the States and 
the Common w'calth arose out of the situation brought on by the 
latter in using its legislative powTrs to terminate the per capitu 
payments. The Bill was not x>asscd until March 1927, and the 
general opposition to the measure and to the policy of the 
Commonw'calth Government was largely responsible for the new 

^ Report of Conferonco of Commonwealth and States, May 1926 (Common- 
wealth Parliamentary Papers, No. 28), and Report of Conference of State 
Premiers, June 1926 (Victorian Parliamentary Papers, No. 17). 

* Commonwealth Parliamentary Debates, 1916, No. 26, pp. 2677-91. 
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proposals that were put before the conference in June of this year. 
The rapid growth of the public debt and the increasing need of 
some measure of control over borrowing and a specific scheme of 
debt repayment wore also factors leading to a more satisfactory 
settlement of financial relations. Towards this end a Loan Council 
had been set up in 1923 for the puq)ose of securing co-ordination 
in borrowing. 1 All States exccjit New South Wales joined the 
Commonwealth in this Council, which arranged the programme of 
borrowing each year, though not exercising any rigorous control 
over the amount each authority would borrow. Another measure 
designed to promote a better borrowing policy arose out of the 
migration agreement with Great Britain. During the next ten 
years an amount not exceeding £34,000,000 is to be made available 
by the British Government at low rates of interest. These funds 
are to be used for the settlement of immigrants, and it is expected 
that a total of 450,000 will be absorbed in this period. Schemes 
for the expenditure of these funds are to bo arranged by the 
Development and Migration Commission set up in 1920 for this 
special purpose. An important feature of the Act setting up this 
Commission is the provision that the Commission must approve 
of all schemes for the expenditure of the loan money stipulated in 
the agreement. This has the effect of taking some part of loan 
expenditure out of the hands of governments, though the funds 
must be expended with the approv.al of governments, who will 
ultimately be responsible for repaying the loans. 

Another factor bringing the debt question into the discussion 
of financial relations was undoubtedly the criticism both at home 
and abroad concerning the growth of the debt and the unsatis- 
factory provision for repayment.^ Statistics of the growth of the 
debt have been used with great effect by critics, and whilst the 
discerning student can point to many errors in the popular 
interpretation of the position, the discussion has had good results 
in forcing governments to make greater provision for repayment. 
The total debt of the States aiid the Commonwealth increased from 
£828,000,000 at June 30th, 1921, to £1,014,000,000 at the corre- 
sponding date in 1926. Of the increase, £138,000,000, or approxi- 
mately 75 per cent., was raised abroad. The annual interest 
burden on the overseas debt rose from £17*4 in 1921 to £25-4 
millions in 1926. Many misleading statements are made con- 

^ The Economic Record, May 1926. 

See especially the pamphhjt by Messrs, (^ooko and Davenport, AxistroJian 
Finance, published in London just prior to the Imperial Conforonco of October 
1926. 
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cerning this burden, which is in no way beyond the capacity 
of the country. The following tabic is of interest on this 
point. 


(Figures in £ millions.) 


Year 


Tiitcrost. 1 


Proportion of 

Production. 



Taxation. 



ending 

Ovorseas. 

11. 

Total. 

III. 



June 30th. 

I. 

IV. 

JItol. 

HI. to I. 


£. 

£. 

£. 

£. 

0/ ^ 

0/ _ 

1911 

188-4 

6-8 

0-6 

lS-5 

3-6 

5-1 

1918 

291-8 

15-5 

33-6 

44-8 

5-3 

11-5 

1923 

379-4 

200 

46-0 

68-6 

5-2 

12-1 

1924 

400-2 

22-4 

48-7 

70-9 

5-6 

12-1 

1925 

454-1 

24-2 

52-2 

74-5 

5-3 

11-5 

192G 

4.30-4 

25-4 

50-2 

77-8 

5-9 

13-1 


Figures for production include only certain industries and 
should not be confused with national income, which is probably 
half as large again on the average. For purposes of com])arison 
the proportion of the interest to production shows the real burden 
over the period. But when allowance lias been made for the ratio 
of debt burden to production it must still bo recognised that the 
debt has been increasing at a very rapid rate, and there is no 
likelihood in the immediate future that the rate of increase will 
decline. Moreover, with the exception of the Commonwealth 
debt and the debt of Western Australia, little provision has been 
made for redemption. While there is a tendtuicy to attacdi undiu* 
importance to sinking funds, or other nnaisures for dealing with 
the debt, it has been found necessary to meet the wishes of 
investors abroad by arranging for a definite sclicme of repayment 
in connection with each loan. It was in tliese circumstances 
that the Commonwealth brought forward fresh pro])osals at a 
conference last June. As these were agreed to with slight 
modifications of detail by the States, they may be quoted as 
folloivs according to the memorandum of the (.'ommonwcalth 
placed before the Conference. 

Briefly stated the proposal is : 

(i) The Commonwealth is to take over the whole of the 
public debts of the States. 

(ii) The Commoinvealth to apply >£7,584.912 annually 
from its revenues towards payment of the interest charges ; 
the States to contribute the balance. 
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(iii) Properly safeguarded Sinking Funds to be established 
in respect of existing State debts and new borrowings, and the 
Commonwealth to make substantial contributions to those 
Sinking Funds. 

(iv) The management of debt and future borrowing on 
behalf of the Commonwealth and the States to be vested in an 
Australian Loan Council coasisting of a representative of the 
Commonwealth and a representative of each State, such 
Council to be given powers under a Constitutional amend- 
ment. 

(v) A final settlement in respect of “Transferred Pro- 
perties ” based on the Commonwealth assuming the liability 
for interest and principal of an equivalent amount of State's 
debts. 

The advantages of this arrangement are obvious. In the first 
place, there is no disturbance to the present system of taxes. In 
particular, no effort is made to make the States wholly responsible 
for the income tax, or to cause undue dislocation of their finances 
through the abolition of the capita payments. The Common- 
wealth cannot now become solely dependent upon customs and 
excise, and this is a most satisfactory feature of the scheme. 
Secondly, the moral riglit of the States to some proportion of the 
customs rcivenue is maintained, for the Commonwealth not only 
assumes liability for interest on the State debts to an amount of 
£7,585,000, but it proposes to contribute towards a sinking fund 
for the extinction of the existing debts at the rate of 25. Cxi. per 
cent, per annum. This will amount to £808,000 per annum for 
58 years. ^ In addition, all now debts created by the Stat(‘s are 
to be paid off through a sinking fund of IO 5 . per cent, per annum, 
of which the Commonwealth will contribute 5s. Assuming that 
the present rate of borrowing is sustained, the annual increase in 
the liability of the Commonwealth on this Jiccount would bo 
approximately £90,000, whereas under the per capita payments 
with a population increasing at the rate of 2 per cent, per annum 
the annual increase at present would be £150,000. The obligation 
of the Commonwealth is increased by a rise in the rate of interest 
on transferred properties (buildings and equipment taken over at 
the time of federation) from 3| per cent, to 5 per cent. If the 
scheme were applied to the year 1927-8, the following would he 
the effect upon the Commonwealth Treasury : 

' It should be noted that the proposal requires the States to contribute to r* 
sinking fund on existing debts at tlie rate of 59 . per cent, per annum. 
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Commonwealth Payments £ 

Contribution towards interest on State debt . 7,585,000 

Sinking fund of 2.5. 6cZ. per cent, on State debts 808,000 
Increased interest on transferred properties . 165,000 

Total . . 8,558,000 

Payments under per capita system . . . 7,735,000 

Increase in Commonwealth payinent.s to the 
States 823,000 

(There would also be an obligation of some £90,000 on 
account of sinking fund on new State debt.) 

Obviously the States stand to gain in the immediate future. 
Under the old arrangement they wmild be entitled to receive 
increased per capita payments of some £150,000, but in the first 
year of tlie new scheme they will receive over £900,000. If 
borrowing increases at a rate of £36,000,000 per annum, an 
unenviable prospect, the contribution of the Commonwealth will 
increase at a rate of £90,000 per annum, and it will be fifteen years 
before the contribution of the Commonwealth would be less than 
it w^ould have been under the old per capita scheme. 

A tliird advantage lie's in the .settlement of the debts. Clairso 
105 of the Comstitution gives Parliament the right to “ take over 
from the States their public debts and to apply the surplus 
revenue of the Commonwealth payable to the States, as defined in 
C'Jause 87, to payment of intere.st on the debt.s taken over. In 
1910 a referendum had sanctioned an alteration in this Clause, 
which originally restricted the debts that could be assumed by the 
Commonwealth to those “ existing at the establishment of the 
Commonwealth ” ; but as another proposal designed to make the 
per capita system a ix'rinancnt feature of the Constitution was 
rejected, no action was taken concerning the debts. Under the 
present agreement C'lause 105 is to be again amended in the 
direction of giving Parliament powTr to make huvs with n'speet 
to the State debts “ for carrying out or giving elTect to any 
agreement made or to bo made betw'een the Conirnonw^calth and 
the States.” There is every prospect that tliis amendment will 
be carried. If so, it is only the second substantial alteration of 
the Constitution despite several attempts. Both changes will 
refer to the one section dealing wdth State debts and will fasten 
on the Commonwealth a definite obligation in return for any 
increased powers granted. Though the 2 :)ro vision of sinking funds 
will bulk largely in popular discussions and will appease the 
investor abroad, by far the most important feature of the debt 
settlement is the allotment of a portion of the customs revenue to 
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tJie payment of interest on the State debts. Amendments to the 
Act providing for the Loan Council will also have beneficial effects 
in promoting a common discussion of the effects of heavy 
borrowing, and in securing uniformity of conditions for new issues 
and conversions of existing debts. Tlie sinking funds will raise 
the value of the stocks of some States and secure a slightly better 
rate of interest, while the obligation to set aside 5s, per cent, on 
all new issues will serve as a slight check upon borrowing. As 
these sinking funds will be administered by the National Debt 
Commission, which controls the present Commonwealth sinking 
fund, tliere is some guarantee that the fund will not be raided by 
needy States, or used to justify a heavy and growing deficit, as 
has been the case in some States, notably Western Australia. A 
special feature of the proposals concerning sinking funds is the 
stipulation that loans to cover up deficit must bear sinking funds 
of 5 per cent. Against these gains from the sinking funds must 
be set the increased taxation required. Where the loans are for 
really sound development works tliey should furnish soon after 
their expenditure the increase in production allowing heavier 
taxation. Whilst the rate of borrowing overseas continues as at 
present, the sinking fund should make the transfer problem a 
little less difficult. By providing funds in Australia which may 
be used to purchase securities in London or New York, the amount 
of capital flowing in will not be equal to the full amount of the 
loans raised abroad. From this point of view the sinking fund 
has the merit that it will assist in preparing for the time when the 
loans abroad decline in im 2 :)ortance and the fidl burden of interest 
and debt repayments fall on the export trade. But clearly this 
result could be obtained by reducing the loans raised abroad by 
the amount of the sinking fund now stitmlated. 

One further comment may be made. The agreement now 
reached imjdies a comjiletc reversal of policy on the part of the 
Commonwealth Government. For the past six years it has been 
animated with the desire to reduce direct taxation as much as 
possible in the mistaken belief that it should return to the pre-war 
policy of complete dependence upon customs and excise. It is 
not necessary to repeat that this policy was objectionable in both 
theory and practice. But what amazes the student of the problem 
is that a government which had consistently made such bad pro- 
posals should now be responsible fora scheme which is perha 2 )s the 
most satisfactory readjustment of the relations of the States and 
the Commonwealth since federation. D. B. Copland 

T/ie University of Melbourne, 

August 1927. 
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Theory of International Prices. By Pkof. James W. Angell. 

(Harvard University Press. 1926. Pp. 571. 2\s.) 

Tins book is described as “ History, Criticism and Restate- 
ment.” It is divided into two unequal portions. One (Parts I 
and II, pp. 1-360) is a critical history of thought and opinion; 
the other and shorter portion (Part III, pp. 361-474) is theoretical. 

The former portion is a really excellent piece of work. It is 
of a type not often undertaken. The com parison which naturally 
suggests itself is Professor Cannan’s book on Theories of Value. 
Like him, Professor Angell has taken a certain section of Ecmi- 
ornics, and lias Imth described and criticised the views held by a 
number of economic writers upon it. 

But Professor Angell has dealt with a far greater number of 
writers and a greater range of views. In such a work intensive 
analysis siudi as Professor Cannan aehievc'd could not be 
attempted, yet Professor Angell has successfully avoided the 
obvious danger of compressing them into a mere catalogue. 

The manner in wliich he has given unity to his survey of 
oi.)inion on an extensive and intricate subject is itself noteworthy. 
He has so traced the development of doctrine as to exhibit the 
contributions made by each successive wTiter to the whole as a 
criticism of his predecessors or contemporaries. Under Pro- 
fessor Angell’s guidance w'e sec the theory of international trade 
being steadily built u}), stone by stone. 

He shows us exactly wliat Ricardo contributed, and how mucli 
of what is often regarded as his doctrine really came from Hume 
or Thornton. We see the intrusion of the theory of the money 
market and bank rate into the theory of foreign trade. Along 
with the “ joint intellectual authorship ” of 8idgwi(;k and Mar- 
shall, place is found for tlie important contribution of Giffen to 
this branch of the subject and for the eccentric flashes of Macleod. 

Part I, which deals with English and American thought, starts 
from the Mercantilists of tlic seventeenth century and carries the 
history down to the present day. 

Part II traces French thought from the eighteenth century, 
German and Austrian from 1860, Italian from a more recent date. 

If the international influences revealed are interesting, the 
international barriers are sometimes even more remarkable. 
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Again and again the isolation of one country from another has 
to be recorded, or their mutual influence is shown to be slight 
and ephemeral. 

What is equally striking is the way that, especially in France, 
writers have been ignored by their contemporaries and their 
successors, and their views have had to be rediscovered. 

Tlje theoretical part of the book, in which Professor Angcll 
expounds his ow^n opinions upon his subject, has been rather 
crow^ded out by the historical and critical. It might well have 
occupied an entire separate volume. 

A suggestive chapter on the relationships between national 
price structures discusses the cases in which the w^orking of tlu^ 
market does not eflectively link together the prices of similar 
products in diflercat countries. 

There follows an exposition of the maimer in w^liich equilibrium 
is maintained in the balance of payments. Professor Angell's 
contribution to this problem is ingenious, but not altogether 
convincing. He assumes the balance of jiayments betw’een two 
countries to be disturbed, e.g. by a loan raised in one to be spent 
in the other. The borrowers, receiving the proceeds in the 
lending country, will seek to remit them, and will buy bills on 
their own country. The su])p]y of bills in the liands of the banks 
of the lending country will be diminished and tlioso in the hamls 
of the banks of the borrowing country will be increased. 'Jo 
these changes in banking assets will correspond equal changes in 
liabilities, that is to say, in dexiosits, wducli supply the moans of 
X^ayment. 

That this x^rocess, wdicn it occurs, tends to diminidi the 
supply of the means of payment in one country and to increase 
it in the other is worthy of note, and has, I think, hitherto been 
neglected. But it is not in itself adequate to form the foundation 
of a comprehensive theory. In the first x>lace it is of insufllci(*nt 
generality; the transmission of funds may take place without 
any change in banking assets. And secondly, the effect is transi- 
tory; so long as there is no movement of gold, and the cash 
resources of the banks in the two countries remain unchanged, 
the deposits in both will tend to return to their former level . 

A chapter on dissimilar currencies and the effects of deprecia- 
tion is mainly statistical. It is an attempt to test by the French, 
English and German experience of the post-war years the order 
of events as between a rise of prices, an unfavourable exchange, 
and an increase in the note issue. 

Professor Angell is not always quite at home with 
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statistics. lie finds that private deposits at the Bank of England 
reached a peak in February 1920. “ But they then declined 

prodigiously in consequence of tlie severe advance in the bank 
rate.” 

“ The correction of the exchanges coincided with the fall in 
private deposits at the bank and is explained by it. In the first 
instance the improvement in the exchanges and prices and the 
note circulation were therefore entirely due to the rigorous 
contraction of ])rivato credit which the bank enforced.” 

It is usually \insafe to draw inferences from the fluctuations 
in private deposits at the Bank of England. If they fell from 
£173 millions on the 25th February, 1920, to £101 millions on the 
31st March (as Professor Angcll says, “ 00 per cent, of the February 
figure ”), the explanation is to be found in the maturity of a 
large block of Exchequer Bonds in February, nc(‘cssitating a 
purely transitory rise of Government securities from £40 millions 
on the 4th February to £87 millions on the 18th. On the 31st 
March Government securities had fallen (through repayment of 
\Vays and !Means Advances) to £20 millions. Private deposits 
were actually higher both on the 24th !March and on the 7th 
April than at the beginning of February. The “ severe advance 
in the bank rate” occurred on the 15th April. 

The concluding chapter on Batios of Exchange is well handled, 
but is little more than a sketch. 

It is very much to be hoped that Professor Angcll will elaborate 
his theories of foreign trade in a future volume. 

il. G. Hawtrey 


Kritischer Beilrag zur Theorie des inter nationalen Handels. By 
Du. 11. Weic-MANN. (Jena: Gustav Fischer. 1926. Pp. 82.) 

Weliwirischajt iind Weltanschauung. By A. Sartokius von 
Waltersiiausen. (Jena: Gustav Fischer. 1927. Pp. 172.) 

T[rE theory of International Trade has recently received 
considerable attention in Germany. There is the work of Alfred 
Amonn, Ricardo als Begrllnder der theoretischen Naliomlokonomie. 
There is the controversy conducted in the Weltwirtschaftliches 
Archiv t^vo years ago by Boehlcr, Kotsching and Harms. Dr. 
Weigmann rejects the argument of Boehlcr that the classical 
theory of International Trade should be regarded as “ applied 
theory ” and not (as Harms holds) as “ universal economy.” 
The main purpose of his w'ork is to consider whether the phenomena 
of International Trade are such as to find theii- solution in the 
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same theory of exchange which furnishes the explanation of the 
facts of domestic commerce. He expounds carefully the views of 
ilieardo, Mill and Edgeworth. His conclusion is, however, 
unfavourable to the treatment of International Trade as a distinct 
branch of economic doctrine. “ The theory of International 
Trade, regarded from tlic point of view of theory, is theory and 
nothing more than theory; regarded from the point of view of 
applied economics, it is the unfortunate product of a mixed 
marriage of theory and commercial policy.” At the same tim 9 . 
Dr. W'eigmann notes tliat the Theory of International Trade is 
capable of a I'cmiarkable extension — an extension which renders 
superfluous a separate theory of International Trade. Dr. 
W'eigmann insists upon the importance of keeping the discussion 
of the question fi’cc from all open or concealed political notions, 
and himself outlines a theory which may serve as a basis for an 
a-national consideration of world economic relations in the sense 
of com])eting markets. This is to form the sulqc'.ct of a future 
work, tlie appearance of which is dependent upon certain 
statistical experiments whi(‘h hv. is now conducting’ 

“ Weltwirtschaft ” forms the main topic of Professor von 
W'altershausen’s latest work, but the value of his contribution to 
the subject is less significant than wc might have ex])ccted from 
the author of Deutsche Wirischaftsgcschkhle. His treatment of 
the problem is vague and discursive — a loosely compounded 
mixture of economic doctrines, economic history and numerous 

obiter dicta ” about the perverse blindness of the working class 
and the post-war economic distress of Germany. The first 2 )art 
of tlie book is devoted to a consideration of Individualism and 
‘'ocialism, and an cxj)osition of the theories of Adam Muller, Carey, 
List and Lorenz von Stein in relation to (1) their philosopliical 
i)ackground, and (2) their connection with “ Weltwirtschaft.” By 
(liis method, Ih’ofcssor von Waltershausen hopes to elucidate the 
essential character of “ WTItwirtschaft.” This first i)art of the 
book is much sui)erior to the second. In the second part an 
attempt is made — still from the angle of “Weltwirtschaft” — 
to apply the theories to two specific |)roblems, the wages problem 
end the external economic policy of the State. The attempt 
throws no new light upon these problems. 

fj. Lemberg ER 

The University of Belfast, 
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The Gold Standard in Theory a)\d Practice. By R. 0. Hawtrey. 

(London: Longmans, Green & Co. 1027. Bp. viii + 124. 

J^rico 8.S. net.) 

This book comprises four lectures delivered for the Institute 
of Bankers in November and December 192(), and j)rinted in the 
institute’s Journal for January to April 1027. 

Mr. Hawtrey begins by trailing his coat in a rather unneces- 
sarily provocative manner. In tlie Breface lie declares that 
“ Chirrency is better explained in terms of credit than credit in 
terms of currency,” and on p. 1 of the text he alleges that econo- 
mists have been inclined to teach ” that tlie us:ige of the ])rccious 
metals as a iiK'asure of value and medium of exchange “ is so 
firmly estahlished that it approximates to a moral principle, as if 
the use of a metallic currency were somehow essential to honest 
dealing.” {Surely it is some bankers and otluT business men 
rather than “ economists ” wlio regard gold as a heaven-sent 
medium of cxcliangc and an immutable standard of value. The 
economists have generally had some ideal in their minds which 
th(‘y thought better, though for the moment un])ractical, and they 
have often been looked on with suspicion by the bankers in 
consequence. Having thus ruflled most of the expounders of 
monetary theory and the economists, Mr. Ilawtrey proceeds to 
tickle the historians and lexicographers by alleging that money 
cannot exist until something is made legal tender by law. As wo 
can scarcely suppose the Hittites of Abraham’s time had passed 
any legal-tender legislation, it must bo a mistranslation to make 
tlio shekels which Abraham paid for the cave of Machpclali 
“ money,” and Mr. Hawtrey thinks “ standard money dis- 
a])peared in England during the earlier part of the 1797-1821 
“ Restriction,” when guineas had disappeared and bank notes 
had not yet been made legal tender. But surely there is no doubt 
about the trutli of the commonplace belief that legal-tender 
legislation was merely legislation directed towards removing 
doubts about the meaning of contracts to pay spc'cified amounts 
of the unit of account. History repeated itself in this respect 
when Lord King’s attempt to collect his rents in guineas at 20 to 
21 “ pounds,” though they were specified in pounds caused 
the British legislation to provide that *‘])oimds were to bo 
taken to include Bank of England notes. 

On p. 10 Mr. Hawtrey adopts what seems an heretical view : 

“Tlio amount of monolary units wliii h pj'oplc havo to offor is the 
llioir incomes. Tho national income of tliis country is estimatec at , . 

No. 148. — VOL. xxxvir. 
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millions or, say, £11,000,000 a day. That moans that tho total demand for 
goods and services of all kinds averages £11,000,000 a day.” 

In one sense of “ spending,” at any rate if we overlook some 
difliculties about additions to capital, the proceeds of some taxes, 
and newly created additional currency, it is doubtless true that 
the money “ spent ” in a year is equal to the money -income of the 
year ; but docs that justify the proposition that the amount of 
money which people “ have to offer ” [in a year] is the total of 
their annual [money] income? Can we exclude tho working 
expenditure of producers and distributors when dealing with 
monetary theory in relation to prices ? The money which these 
people spend may be, and no doubt generally is, recovered from 
the ultimate consumers, but it may be “ lost,” and mistakes of 
optimism and pessimism lead its spenders to make mistakes 
which have important effects on tho purchasing power of money. 
The orthodox plan of thinking of all kinds of offers of money for 
goods and services seems distinctly preferable, though we require 
to bo careful not to fall into the error of imagining a gigantic barter 
of “ all the goods on the one side ” and “ all tho money on the other.” 

But after a rather dubious beginning tlio book goes very well. 
“ People,” we are told (p. 15), “who carry on the business of bank- 
ing for profit cannot be expected to exercise a check upon lending.” 
The check is to be imposed “ by the authority which issues money.” 
This is a “ heavy responsibility,” owing to the difficulty of deciding 
in any set of circumstances whether, and if so wliat, action is 
called for. ” The gold standard may be regarded as a device for 
enabling the authority through which money is issued to solve 
this problem in a rough-and-ready way.” The problem is solved 
by the authority abandoning the exercise of its discretion : 
” The supply of money is simply the supply of gold. . . . Tho 
value of the monetary unit is equatod to tho value of a specified 
quantity of gold, and the value of gold is determined, like that 
of any other commodity, by free dealings in a market.” A 
” mechanical ” limit is substituted for a discretionary one, and 
though Mr. Hawtrey docs not say it in so many words, we may 
gather that he regards the mechanical limit as superior to tho 
discretionary limit in single countries working separately, 
although it will not hold in troublous times unless “ wisdom and 
courage are present. “In 1914 the financial authorities of 
tho world were found wanting,” and “ the difficulties of war 
finance were enormously increased by various expedients of an 
inflationary tendency ” (p. 90). The mechanical device is capable 
of considerable conscious adjustment: civilised countries must 
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make up their minds to adopt the Genoa Conference recom- 
mendation of enlarging their stores of gold when gold threatens 
to fall in purchasing power, and to diminish them when it threatens 
to rise. It may seem rather absurd to work gold mines merely 
to increase unnecessary stores, but this oxpnisc is trifling in 
comparison with the advantages gained (p. 103), and the advan- 
tage of stability in the foreign exchanges is particularly great 
for Great Britain (p. 106). 

Edwin Can nan 


Money. By Edwin Cannan. 5th Edition. (London: King. 

Pp. 120. 3.S. Cd.) 

The fourth edition of Professor Caiman’s excellent little book 
was reviewed in the Economic Journal for r) une 1924. The lu^w 
matter added in the fifth edition is not very extensive. A short 
section has been inserted to show that the rise of prices during the 
war could not be explained by a “ scarcity of commodities.” 
Production did not diminish during the war, but was diverted to 
munitions, military service, etc., and on balance was largely 
increased. 

A more controversial feature is a passage briefly relating the 
return of this country to the gold standard, together with two 
appendices describing the method of issuing Currency Notes and 
the operation of the Gold Htandard. 

Here Professor Cannan makes the mistake of attributing too 
much initiative to the ITeasury in currency administration. He 
sjieaks of the Currency Notes Account selling its notes to the Bank 
of England ‘‘ in much the same way as dealers in gold used to sell 
gold bullion to it.” The comparison is misleading. The Bank of 
England never holds currency notes, as it holds bullion, and con- 
sequently never itself buys them. The initiative rests solely with 
the customers of the Bank, who draw out wbat notes they require 
in exchange for a debit against their deposits. The Government 
draws out notes and pays for them on exactly the same footing as 
other customers of the Bank, only for the purpose of payments 
(such as dockyard and wages) which have to be made in cash. 

The seller of a sum of gohl bullion to the Bank brings about 
the issue of an equal amount of Bank of England notes, which 
swell the assets of the Banking Department, and increase the 
supply of cash in the money market. The Treasury does not 
produce these effects except when it borrows from the Bank on 
^Vays and Means, 

ss 2 
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i^rufessur Caniian describes as “ Uie most insidious and the 
most dangerous of all the arguments in favour of increasing 
issues ” the plea that the issue of notes is ' automatic/ as it only 
takes place when the notes are asked for ” (page 57). Perhaps 
he is right. But it is no use trying to dispose of the argument by 
denying or ignoring the fact. In this country currency notes are 
only issued when asked for. And the insidious and dangerous 
argument is not so much that the issue is “ automatic ” as that 
the demand which evokes it is an act of God, beyond human 
control. 

The power of taking currency notes is conferred by a deposit 
at the Bank of England, and a deposit is created by a loan. 
Unfortunately, Professor Cannan has disabled himself from 
pursuing tlie subject in this direction by Ids n'fusal to arlinit that 
deposits are created by loans. If the deposits in the Bank of 
England arc nothing but the money paid in by the depositors, and 
the Bank of England has nothing to lend but that money, the ])art 
played by the Bank here also is completely passive ; the ihink is 
nothing more than an “ intennediary ” between its depositors 
and those to w hom it lends (pp. 62-, ‘1). In order to make such a 
view intelligible at all, it is essential to suppose that a supply of 
“ money ” or cuiTency notes is somehow created before the deposit 
against which the notes are issued. Hence the mistaken com- 
parison of the Currency' Notes Account to a seller of gold bullioii 
to the Bank. 

Professor Caiman’s view of the relation of deposits to loans 
would be correct if the proceeds of every bank loan were in- 
variabhj withdrawn forthwith in money and were not redeposited. 
In so far as the withdrawals of money lag behind an increase in 
loans, deposits are “ created.” In practice, w'hen bank lending 
increases, the con.scquent increa.se in monetary circulation is in 
genera] far less than the increase in deposits, and lags far behind 
it, at any rate in a country like England or the United States, 
where all the major payments are made by chccpie. 

The demand for currency at any moment is the resultant of tlie 
credit policy pursued in the preceding pei’iod. Professor Cannmi 
is compelled by his peculiar theory of bank deposits to see the 
process upside down. 

Professor Cannan finds a weak point in the gold bullion 
standard established by the Gold Standard Act, 1025, in that 
whereas “ the Treasury, not the Bank, is the is.suer ” of currency 
notes, it is the Bank, not the Treasury, which is obliged to redeem 
them in gold (i). lli>). But the obligation of the Bank is not 
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especially to redeem eiuTency notes; it is to sell gold bullion for 
any legal tender, and in practice that means to sell gold bullion for 
payment by checiue. Currency notes only enter into the matter in 
that a legal obligation to buy anything includes an obligation to 
pay for it with legal tender. 

Observance of the obligation depends on a prudent regulation 
of credit, and that is a matter for the Bank and not for the 
Treasury. 

11. G. Hawtrey 

Modern Monetary System By Professor Bertram) Nogaro. 

(London : King. Pp. 236. 

Jn this book Professor Nogaro’s attitude is predominantly 
eritical. The constructive side of it, whether in the form of 
theory or of practical proposals, is comparatively slight. His 
criticism has the outstanding defect that he does not adequately 
formulate the views he attacks. 

This is especially so in the case of the quantity theory of 
money. It ought not to be possible nowadays for an e(a)nomist 
of the standing and capacity of Professor Nogaro to state the 
quantity theory without the customary qualifications in respect 
of the volume of products, the rapidity of circulation of money 
and the use of credit. He need not have looked beyond the pages 
of John Stuart Mill to find the need of filling these gaps indicated. 

No harm would have been done if he had proceeded to fill 
them on his own account, and to olTer a coherent statement of 
the relations between monetary policy on the one hand and the 
price level on the other. But his criticisms are not theoretical 
but a posteriori. It is unprofitable to take a crude piece of theory 
which no one would support, in order to show that the facta do 
not correspond to it. 

If the price level often rises or falls more or less than in pro- 
portion to the stock of money, INTill’s quantity theory offers quite 
adequate prima facie explanations; but Professor Nogaro might 
have had to consult the works of some of his contemporaries 
to find such matters as the relation of rapidity of circulation to 
market psychology worked out in detail. In most of the cases 
of collapsed currencies which he quotes the governing factor was 
either a complete loss of confidence leading to a flight from the 
currency and a rapid contraction of the purchasing power of the 
total circulation, or a sudden return of confidence permitting 
of a recoverv of the value of the currency unit concurrently with 
an expansion of the circulation. 
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About these movements there is no mystery. Had Professor 
Nogaro taken account of the well-recognised explanations of 
thorn, his line of argument would have been quite different. 

He lays stress on the power of an exchange movement to 
originate a change in the price level. There is nothing in that 
inconsistent with the quantity theory. The foreign exchange 
movements to which Professor Nogaro refers are themselves for 
the most part psychological. A casual discrepancy in the balance 
of payments does not materiall}'^ affect rates of exchange unless 
people’s expectations as to the future value of the currency arc 
disturbed. 

He objects to Professor Casscl’s theory of purchasing power 
parity, that when such a disturbance occurs it may be the price 
levels that adjust themselv^cs to the rates of exchange, not the 
rates of exchange to the price levels. But he is, I think, doing 
Professor Cassel an injustice in imputing to him a disregard of 
this alternative. Tlie doctrine of purchasing power parity asserts 
that the price levels and rates of exchange tend towards equi- 
librium, but it says nothing as to which will move towards the 
other. 

But that does not mean that the tendency of the price level 
to accommodate itself to the foreign exchanges cannot he corrected. 
Professor Nogaro expresses the opinion that “ nothing is more 
futile than to attempt to withhold the volume of currency required 
by a rise in prices, once the latter has occurred as the result of an 
exchange movement ” (p. 157), and he adds in a footnote that 
“ private individuals will have recourse to their capital in order 
to meet the lack of currency.” 

But how is this ” capital ” to be transformed into currency I 
Clearly only by horrowimj from the authority which issues 
currency. Suppose that that authority refuses to lend, as the 
Reichsbank refused in April 1924; then the supply of currency 
cannot be increased. To one who is entirely sceptical of the 
quantity theory of money, that may bo no sufficient reply. But 
Professor Nogaro is not entirely sceptical. He holds that small 
movements in the supply of money do not affect the price level, 
but that large movements do. 

“ The Quantity Theory,” he says, “ is obvious in cases where 
currency has been widely expanded. But it is no longer so in 
cases where there have been moderate changes in the circula- 
tion ” (p. 230). ‘‘ The maintenance of approximate stability in 
the purchasing power of a currency presupposes the maintenance 
of the circulation without any great changes at a figure corre- 
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Spending to the price level which it is desired to maintain ” 

(p. 201). 

Does it not follow that if the issuing authority, by refusing 
to lend or by any other method, restricts the supply of currency 
enough, it can “ withhold the volume of currency required by a 
rise in prices,” and can thereby enforce a fall in prices ? It can 
maintain the circulation “ at a figure corresponding to the price 
level which it is desired to maintain.” That course may be 
undesirable, but that docs not mean that it is futile or ineffective. 

There is much to be said as to the difficulty of establishing 
equilibrium at any prescribed level of purchasing power, but 
Professor Nogaro does not say it. lie is content with his empirical 
arguments against the quantity theory. 

His principal conclusion is that convertibility of the currency 
into gold or foreign exchange is essential to any plan of stabilisa- 
tion. Since by stabilisation he means stabilisation in terms of 
gold or foreign exchange, few people will be found to differ from 
him at this point. 

He favours a scheme for an international clearing house, an 
“ international credit institute ” on which any participating 
country could draw bills payable in gold to cover a temporarily 
unfavourable balance of payments. Essentially this is a develop- 
ment of the gold exchange standard on the lines of Professor 
Irving Fisher’s scheme, in his Purchasmg Power of Money, but 
without any plan for stabilising the purchasing power of the 
currency unit. 

The omission is flagrant. Professor Nogaro argues against 
Professor Fisher’s stabilisation plan. But he never really gets 
to the root of the matter. And he docs not see that any heroic 
measure for economising the use of gold as currency is extremely 
dangerous imless accompanied by some device for preventing the 
excessive depreciation either of currency units or of gold in terms 
of wealth. 

The proposal for an international credit institute, as he 
describes it, does not embody any limitation on the institute’s 
lending operations. If all gold standard countries participated, 
the institute would never have to part with gold (except to meet 
the industrial demand). It could expand credit to almost any 
extent. Not only is this a danger from the point of view of the 
stability of purchasing power, but it opens the door to excessive 
demands for credit from individual countries. So long as it is 
possible to go on drawing bills on the institute, there is no check 
on inffationism. 
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Professor Nogaro would probably answer tliat room can be 
found in his pro])osal for all Ihc jcquisito safc'guards. Put 
without them it is a mere scalTolding; ho has not begun to build. 

Pv. G. Hawtkey 


Cont rolling the Output of Cold. Hy Professor II. A. Leiifeldt. 

(London General Press. Pp. !)L J,f.) 

'IhiTs pamphlet is a reprii\t of a series of articles which appeared 
in the Economist, reinforced by an addition of considerable 
interest, a jwefacc by Dr. Sehacht. Dr. Schacht’s support of 
the policy of stabilising the wealth value of gold is a matter of 
great inoimait to the monetary welfare of the world. 

Professor Lehfeldt argues that, for the purpose of stabilising 
the wealth value of gold, " control of credit is not enough, because 
the value of gold must ultijuately depend on the cost of mining 
it ; the larger and slower changes in value (cannot be prevented 
through credit policy alone.” Accordingly he would propos(‘ 
an International Commission und(‘r the auspices of the League 
of Nations, hut including representatives of the United Stall's, 
and if possible Russia, for Ihi? purpose of either limiting or stimu- 
lating the production of gold, as circumstances might require. 

Theoretically Professor f^chfeldt is right in holding that control 
of credit would not in all conceivable circumstances be enough to 
stabilise gold. An excessive gold sup])ly might swamp the 
control of credit; a deficient siijqdy might ultimately allow the 
industrial demand to exhaust the juonctary reserves. But 
neither of these contingencies is at present pu’obable enough to 
require any precautioi.s to be taken against tlii'in. If sotuc 
countries have a redundant gold supply, that is because the total 
is very unequally distributed. 'The foreign exchanges arc not 
yet in true equilibrium, and, till they are, it is diflicult to bring 
about a redistribution of the gold. Demands for gold spring up 
among those countries which are (oj- think themselves) shoi t of 
it, and fall upon others in the same condition instead of on thosci 
which have more than they know what to do with. (Aidit 
stringency ensues and prices fall, as if there were a real scarcity 
of gold. 8uch disturbances could be avoided by an internationally 
concerted regulation of credit, and without that no other measmes 
for steadying the value of gold would be of any avail. 

Professor TiChfeldUs proposals are intended to prevent the 
“ larger and slower changes ” in the value of gold. Those changes 
are less harmful than the cyclical and short-period changes, for 
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though they do inllict soino injustiee on long-tenn dehturs or 
creditors, the injustice is hardly, if at all. /V/^ It is not a serious 
factor in ec’onoinic; motives, and thercfui-(' do(‘s not materially 
aiTect economic activity. 

It is not even true that the long-ptniod changes cannot he 
counteracted ])y monetary measures. 8i]ppos(^ that an int(‘r- 
national plan for stahilising gold is in operation, and is thi’cateiied 
by an excess or deficiency of output. AH that is /efjiiinul is an 
alteration in the gold value of the currency units on the liiu's 
suggested by Professor Irving Fisher or .Mr. Keynes. If the same 
alteration is made by agreement in all gfdd standard countries 
simultaneously, rates of exchange remain unchanged. And in 
view of the very gradual elTeet of ;innual ouljait uj)on supplv, 
such alterations would probably have to he made only once in a 
generation, and oven then ])y small steps at a lime. 

Nevei’tlieless if measures arc taken, hy Tneans of an int(‘r- 
national gold (wehange standard and a redistri])ntion of gold 
reserves, to elTeet a great economy in tlie monetary u.sc of gold, 
it is higldy desirable to curtail the application of fresh productive 
resources to gold mining. The justification for a reslriclion of 
output on that hypolliesis is not that the purcliasing ])ower of 
euiTcney cdnnot otlicrwise he stabilised, hut that production of 
gold for the sole purpose of being held in gold reserves wiiich art' 
alrc'ady excessive is pure waste. 

P. (h HaW'I'IIKV 


War and TaHiirancc. (London: IfrMiuiuF.v Mh.fokd, Oxford 
Lniversity Press.) 

Tjiis volume is oix' of the British series of the blcimomic and 
.Sota'al History of tlio World War for wliieli the Division of 
Economies and History of the Oarnegie Lndowinent for Inter- 
national l\‘ao(* is ultimately responsible. This Division of the 
Carnegie Fund has drawn up a plan under which it lias eiuhaiv- 
oured to secure from “ men of judicial temper and adecpiato 
training ” contributions eoneeived “ in the spirit of historic 
research,” covering the elfects of the W ai’ on the economic and 
social life of the belligtuent countries. Tlu‘ idea is not so much to 
write a history, but rather to provide the future historian with 
authoritative and reliable records, in a form “ halfway l)etwoeu 
memoirs and blue books.” 

The word “insurance” is used to cover various activities 
which have very little in common. In lire and marine insurance 
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the essence is to guess the right premium to charge, in life 
insurance to invest the funds to the best advantage, and in 
national health and unemployment insurance to distribute equit- 
ably the cost of important social services between the beneficiaries, 
their employers, and the general taxpayer. The editors have 
therefore decided quite rightly not to treat “ insurance ” as one 
subject, and have obtained independent contributions from 
experts in the various forms of insurance. 

The first article is one by Sir Norman Hill, on “ State Insurance 
against War Risks at Sea.*’ For many years before the war it had 
been realised that one of our first problems in the event of war 
with a naval power would be to devise a means by which the 
mercantile marine would continue to function. The risk of loss 
by enemy action was not covered by the ordinary contracts 
of marine insurance, nor was there any means by which this risk 
could be calculated in advance. It could only be determined by 
the actual experience of the war. After several Committees and 
Commissions had explored the ground, thanks to the foresight of 
Mr. Asquith, a Sub-Committee of the Committee of Imperial 
Defence was appointed in May 1913 to draw up a scheme to 
solve this problem. On April 30, 1914, the Sub-Committee 
presented a report embodying a scheme which was actually 
adopted by the Government only on the Sunday before war was 
declared. The essence of the scheme was that the State should 
go into partnership with the War Risk Mutual Insurance Associa- 
tion, formed by the shipowners, the State undertaking 80 per cent, 
of the risk, and claiming the right to fix the rate of premium and 
to control the movements of the insured ships. The administra- 
tion of the scheme was left in the hands of the Shipowners’ 
Associations. 

Sir Norman Hill gives a full and authoritative account of the 
inception and the working of this scheme throughout the war, 
and shows how successfully it achieved its object. Unfortunately 
he has disfigured what would otherwise have been an admirable 
historic record by expressing opinions which arc in no way 
relevant to his task. It is not an example of “ judicial temper ” 
to say, as Sir Norman Hill docs on page 25, “ The Admiralty had 
failed disastrously even to understand the perils to oversea trade 
from submarine warfare, and they had made hardly any provision 
to guard against them.” And it is not in “ a spirit of historic 
research ” to refer (page 50) to the German submarine methods 
of warfare as “ an organised system of piracy which would have 
disgraced the most bloodthirsty ruffian who ever sailed out of 
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Algiers.” This in an international series intended to promote 
the cause of peace ! 

Sir Norman in his concluding paragraphs rather quaintly 
discovers two dangers which he claims resulted from the feeling 
of security created by the successful working of the scheme. The 
first is that the scheme in great measure is responsible for the 
debt that was piled up by the nation in the vain attempt to 
maintain a peace standard of living.” The second is that “ we 
started our anti-submarine work twenty -four months late, and 
thereby we nearly lost the war,” because the Admiralty were so 
stupid as not to realise that the cash payments made under the 
scheme could not replace the ships that were lost. On these 
problems, one of economics and the other of naval strategy, the 
future historian should not be misled by the obiter dicta of Sir 
Norman Hill. 

Unlike marine insurance, other forms of insurance were not 
faced at the outset of the war with any pro])lems on the wise 
solution of which the life of a nation depended. In the articles 
which follow, we have therefore a series of historic documents each 
written by an expert in his own line, setting on record the stops 
taken by the companies or the departments concerned to bring 
these various forms of insurance into harmony with the changing 
conditions i)revailing during the war. 

In the chapter on lire insurance, by Messrs. S. Preston and 
A. E. Sich, the authors show that on balance the business of fire 
insurance prospered as the result of the war. As in all times of 
rising prices the proportion of fire claims fell because quite 
naturally people take more care of their i)roperty when it is 
increasing in value almost day by day than when it is undergoing 
the reverse process. On the other hand, the fire companies 
suffered a certain amount of loss through the difficulty of transact- 
ing their foreign business under war conditions. By providing 
the organisation through which the Oovernment s scheme of anti- 
aircraft insurance was made available for everybody concerned 
with the minimum trouble and inconvenience the fire offices 
rendered a national service. 

In the chapter on life insiirauce Mr. Warner has collected witli 
l)raiseworthy industry masses of statistics showing tliat the war 
had an effect directly or indirectly on almost cv'cry item in the 
accounts of a life office. He also gives a valuable account, which 
should be a warning to future legislators, of the results of ihe 
Courts (Emergency Powers) Act, 1914. 

On page 120 Mr. Warner refers to the Government scheme 
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under which holders of dollar securities and later on of other 
approved invest incuts were asked to deposit them with the 
d’reasury in order to maintain the New York exchange. Mr. 
Warner says that this scheme “ enabled (my italics) the Treasury 
to maintain the dollar exchange until the close of operations in 
1019 at a practically uniform rate of S4-70j^j.” This is not 
correct. Shortly before America came into the war in April 1917 
the position of the dollar exchange was a critical one. After 
America declared war arrangements uerc made between the 
British and American Treasuries which enabled the exchange to 
be “ pegged ” until 1919, If in any future edition Mr. Warner 
would alter the word “ enabled ” to “ assisted ” his statement 
would then be correct. 

The most important effect of the war on British life insurance 
was the change brought about in the value of the assets hold by 
the offices. Mr. Warner gives some figures as to the total depreci- 
ation, but docs not discuss the many investment problems which 
the offices had to face. 

National Health Insurance is discussed by Sir Alfred Watson, 
K.C.B., and Unemployment Insurance by Sir William Beveridge. 
Each of these articles contains an admirable summary of the effect 
of war on what arc essentially peace-time national social services. 
During the war uncm})loyment almost ceased to exist and the 
wages scale continued to rise, with the result that sickness claims 
fell far below expectation. The higher rate of interest duo to the 
war was also a material help to the societies through whom the 
national health scheme was worked. At the outbreak of the war 
these two schemes were in their infancy, and there is no doubt that 
the war helped to place them on their feet. 

The volume closes with an interesting article by Sir William 
Schooling describing the activities of the “ National Savings 
Movement. The object of this movement was twofold. It 
created an organisation of missionaries whose duty it was to 
preach the necessity of thrift. And it provided the machinery 
by which the wage-earner could invest small sums in Government 
Securities in an attractive form. The machinery set up purely 
as a war measure still survives, and affords the wage-earning 
classes a convenient means of saving money in small sums. 

C R. COUTTS 
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Das Schicksal des Deutsche^ Kapitallsmus. By M. J. Bonn. 

(Fischer : Jena. Pp. 62.) 

The efficiency of Gornuin capitalism has become something of 
a tradition nowadays. In this country, indeed, it is becoming 
something more than a tradition. It is becoming one of those 
generally accepted truths to question which is a sign of ignorance. 
Nothing that the Germans do can shake our belief in tlunr superior 
wisdom. To a delachcd observer, perhaps, the kaleidoscopic 
changes in German economic organisation in the last decade 
might suggest that not all the multitudinous policies ado})tcd 
were necessarily the most advantageou.s. To us, however, th(\y 
are merely proof of an uncanny adaptability. So far from being 
shaken by such events, the dogma of German efficiency emerges 
revindicated. And this dogma is not one which is held exclu- 
sively by any one section of the community. Kconomists and 
politicians, employers and trade unioiiists, all join hands to 
uphold it. Arc our collii'ries slack? Wq have not adopted 
German methods. Is our agriculture depressed ? have not 
followed the (.{erman reformers. Is there a falling oil in a foreign 
market ? What can it be but Gorman comjxdition ? Earnest 
little bands of trade unionists make ])ilgrimagcs to the shrines of 
Kruf)p and of I’hyssen. 'riie agents of depressed political ])arties 
sock in Germany the sectret of industrial (and political) rejuvena- 
tion. Government committees hymn the praises of (German 
monopoi}^ Company directors and eminent economists chime 
in with full-throated admiration. Any disposition to (picstion 
the undiluted benefits of German methods of business is, we are 
told, only an indication of failure to keep abreast of the most 
advanced tendencies of modern thought. 

Professor Bonn, however, Avho has the disadvantage of first- 
hand acquaintance with these methods, docs not share the enthu- 
siasm of their English admirers, and lu^ has written a very vigorous 
tract expressing his distrust of the economic philosophy upon 
which they are founded. It is quite clear from Das Schickml des 
Deutschen Kapitalismus that Professor Bonn is very far from 
crediting the leaders of (jJermaii itidustry with far-seeing economic 
judgment. “ There is no country in the world,” he says, “ where 
individuals have an equal ability in matters of economic detail 
and where there is an equal level of general education, which 
exhibits such a domination of mere dilettantism in General 
Economic Policy as Germany ” (p. 53). To English observers, 
distance may lend enchantment to the scene. Close up in the 
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watch-tower of the Berlin llandelschochschule, Professor Bonn 
refuses to be enchanted. Englishmen may sing the praises of 
“ Raiionalisierumj ” and “ Planwirtscltafl” Eationalisierung 
des Stilldands'^ Planlose Planwirtschaft** are the less inspiring 
designations Professor Bonn finds more applicable. In England 
wc have been inclined to ascribe recent changes in the structure 
of German industry to an enlightened attempt to mitigate the 
friction of economic change while losing none of its benefits. 
Professor Bonn docs not hold this opinion. Price maintenance, 
he declares roundly, is the be-all and end-all of this policy — the 
medieval idea of a '' stiindisch'' society, the dominating vision. 

German capitalism,” he says, “ derives its ideas from the 
mediaeval philosophy of the just price. It assumes that an under- 
taking has the moral right to cover its costs ” (p. 38). What has 
been invested in an industry has the right to a stable return. 
If, at any time, at the current level of prices the return is not 
adequate, then prices must be raised. Costs must govern prices, 
not prices costs. “ In those branches of industry which possess 
the greatest political power, in mining and in the iron and steel 
trades, production is based upon a conspicuous physical equipment. 
Not only to socialists and bureaucrats, but also to many employers 
this appears as the tangible economic substance — as a mass of 
value, which has been crystallised into stone and iron whose 
costs are giv(ui, and whose costs must be covered by the proceeds. 
... If sales fall off, then on this view prices must bo raised that 
no damage may be suffered by the substance.” “ Vie Substance 
ist heilifj ” (p. 59). It is the apotheosis of economic materialism. 

Nor is Professor Bonn any more impressed by the cosmopolitan 
tendencies which have recently made themselves manifest in 
certain circles of German industry — by “ der Freihandd drr 
Schutzzdllner ” as ho calls them — and by the movement towards 
the international combine. Who are these cosmopolitans ? he 
asks. Are they not those who at other times have pressed most 
urgently for tariffs ? Is this new attitude the result of a change 
of heart or a change of their present conception of short-run 
expediency ? Emphatically the latter, he answers. It is another 
form of the doctrine of price maintenance. Since national 
monopoly will no longer secure the customary profit, monopoly 
must be internationalised. ‘‘ Das Monopol ist bedroht ; es muss 
inieniationalisiert werden ” (p. 39). Each nation must secure a 
quota that will guarantee the profitable working of existing 
plant. And since many concerns have grown up under the 
protection of high tariffs, and since they are working under more 
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unfavourable conditions than others, they will only come in if 
the price fixed is a relatively high one. The retrograde idea 
of the cartel must be internationalised. Auch die Industrie dcr 
rlick-stdndigen Ldnder soli reniahel gemacht werden ” (p. 41). 

Such a form of capitalism, for Professor Bonn, has no per- 
manent survival value. It is a capitalism which denies the 
essential nature of capitalism. Instead of transforming production, 
it seeks to confine it within old channels. Instead of seeking 
prosperity through cheapness and plenty, it seeks it through 
dearness and restriction. It refuses to shoulder the burden of 
loss. It foregoes, therefore, the right to profit. The great 
justification of capitalism, on this view, is its capacity for quick 
adaptation to dynamic changes, its ability to respond without 
the delays of political procedure to the altered stimuli of a new 
environment. If it refuses to shoulder the risks and losses involved 
by such transformations, it denies its own being and renders itself 
superfluous. It perpetuates a state of economic moribimdity 
which is simply socialism under another name. “ Truly,” con- 
cludes Professor Bonn, ” the fate of German capitalism rests 
in weak hands ” (p. 62). 

This is essentially a tract to read. There is not one page 
in it which is not packed with wisdom and penetration. I have 
flwelt upon Professor Bonn’s views on the j^olicy of rationalisation 
as being most pertinent to our own controversi(\s. But these are 
only a part, although the chief part, of a wider survey of German 
conditions since the war; and on everything he touches he is 
equally stimulating and provocative. Whether he is discussing 
the revolution or the peace treaties, the fall of the mark, or 
what he calls the “ Gegenlvlonization ” of the post-war period — 
always he has something to say which is arresting and illuminating. 
Nor is the form inferior to the substance. Professor Bonn does 
not know how to be dull : at least he gives no exhibition of such 
powers in this monograph. He has the flair for the rnot juste 
of the great pamphleteers : — “ Die Homaniik, die so gern die 
Handlungen eimr Praxisy die sie nicht verstehty zu erklaren sucht, 
ist schon an der Arbeit, die Theorie nachzuliefern ” — the reader 
notes the phrase with feelings akin to physical relief. The one 
complaint that English readers are likely to make is that the 
thing is too short. Writing for a German public. Professor Bonn 
states his views fully and with admirable emphasis : he docs not 
produce the inductive material upon which they arc based. But 
this, of course, is a deficiency necessarily involved by the form 
he has adopted. Some day perhaps Professor Bonn will write 
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the nutlioritative Hiid compendious survey of German industry 
since the war wliicli his capacities so eminently qualify liim to 
^ive us. j\leaii\vhilc he has provided a very salutory cold douche 
for all who seek salvation in affectively-toiicd catchwords. 

Lionel Ron bins 

New College, 

O^vford. 


The and the Shipping Ind-^drij. Ry G. Ernest Eayfj*:. 
(Pp. xxiv -j- includifig 00 ])ages of tables and index. 
Publislu'd on belialf of the Garnejde Kndowment for Inter- 
national Peace by Humphrey IMilford. Oxford University 
Press. 17.V.) 

'til IS f(»rms oiH^ volume of the British Series of the Economics 
and Social History of t!ie World War. The author sets out to 
“ give an account of the way in which th(‘. Shipping Tndustry of 
(ireat Britain was alfected by the war and by thos(‘ administrative 
develo}>m(‘nts wJiicli wen* the |uoduet of war conditions. Jt is 
concerned with the elh'ct of llie war on the financial ])osition, 
character and internal organisation of the industry ; on the 
economic status of the merchant seaman ; on the relations betwe(‘n 
shipping and the State, and on the development of Hhipj)ing 
|)olicy.” 

After describing the conditions of our shipping in P.H 1 and 
the relations existing between it and the State. TJr. Eayle goes oji 
to trace the developimiit of control during tin* war period; thus 
the story includes a section on Shipphig and the State in Ihlb; 
the appointment of the Controller and his powei's, including 
universal reqnisiti(ai. This is followed by a. chapter dealing with 
Earnings and Profits, lULVlO, in which several misconceptions 
are dealt with. It is ])ointcd out that our shipowner had some 
special claim to consideration in the matter of Excess Profits 
Duty, inasmuch as his neutral competitors wtm'c reaping a yet 
richer harvest, and were in a position to accumulate large reserves 
for ])urposes of post-w ar competition. 

The chaider on Wages and Conditions Afloat is full of interest, 
dealing as it docs w ith the shortage of man-power ; non-European 
labour; British and American wages; and concluding wnth an 
a(!count of the establishment of the National Maritime Board and 
its work. 

Tlu^ Whnking of * Blue Book Terms ” is explained in Chapter 
XVI 1 1 , and this is naturally follow ed by a section on Profits 
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and Replacement. Less than ten pages is given up to the War 
Record of British Shipping, it was indeed a great achievement, 
carried out at a great cost of men and tonnage, but the conclusion 
in these days of forgetfulness is worth quoting in full : 

“ It is no exaggeration to say that the possession by Great 
Britain of a mercantile fleet much larger than was required for her 
own minimum essential needs was, above all else, the decisive 
factor in the war. It was this alone that enabled British, 
Canadian, Australian, Indian and South African troops to take 
their place on the Western Front ; it was lliis alone that rendered 
possible the conquest of the German colonies and th(^ operations 
in Galli])oli, IMcsopotamia, Pah'.stine and the Balkans. By 
British ships one-half tlie American troops l)n)uglit to Jhiropo 
were carried. Without the assistance of British tonnage the 
European AlIu'S could neither have sup[)lied their armies with 
the material of war. nor fed their people, nor obtained the requisite 
fuel for their railways, ships and essential industries. Whether 
we look at the magnitude of the achievement, or at the appalling 
waste involved in the diversion from productive to destructive 
activities, there is no mure sigiiiiicant fact in the liistory of the 
war.” 

Then the war ends, and the stoiy tells of the condition of our 
shipping vdien the Armistice was arranged : pre-war conditions 
had been hopelessly di.stnrbcil aiid a new situation had to be faced 
and many problems solved ere the normal could bo restored. 
Overseas volunteers had to be returned to their homos, our own 
millions of men to be brouglit from tlio various war fronts together 
with equipment of all kinds; nor was the Ictist urg(*nt business 
the transport of food-stuffs and raw materials for the maintenance 
of our own industrials and those of Continental Europe, botli our 
allies and late enemies. This part of tlie story is not by any 
means the least informing. J)ul the Allies act harslily in the 
matter of feeding and supplying a defeated Germany ? To what 
extent was German reluctance to release her own tonnage a 
contributing cause ? All these points arc dealt with impartially 
and merit study. 

The slump followed the boom, and world trade, hampered by 
fluctuating exchanges and uncertainties, is taking long to resume 
its pre-war volume. Many obstacles, new or increased, con- 
nected with tariffs and vested interests, many created by the war, 
all tend to lessen the volume and retard the machine. The whole 
picture emphasises the need for understanding and practising 
economics. 

No. 148.— VOL. XKXVil. ^ ^ 
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Mr. Fayle has indeed succeeded in the task he set himself. 
He has produced a valuable account of one of our greatest 
industries, showing where it stood in 1014, what occurred during 
the w ar, and how' post-war conditions are being faced as the new 
situation develops. The whole account is carefully documented 
and tlic conclusions drawn are reliable and impartial. It may 
safely be said that for anyone who wishes to make a study of the 
Econojnics of Shij)ping, j\lr. Fa5de’s book should prove of immense 
help, and, in tlie necessary preliminary work, smooth a way many 
difficulties. The book is wisely conceived, and in its carrying 
out documents and facts arc mainly allowed to speak for them- 
selves. 

A. W. Kikkaldv 

University CoKcjc, 

Nottingham. 

Ind::sirlal Comhinaliou in EnglancL By Patrick Fitzgeralj), 
B.Com., Assistant Editor of the Statist. (8ir Isaac Pitman 
Sons, Ltd. Pp. 230. 10.s*. 6d.) 

4hiis book is most opportune. Since the issue of jn’evious 
publications on the development of industrial combination and the 
so-called “ Trust movement ” in British industry, the whok^ 
position has undergone a series of very varied changes, and now 
has a rekition to public opinion quite different from that at the 
end of the nineteenth century. The iicw^ attitude of mind is due 
largely to the increased infojTnation now available for examining 
the w hole situation scientifically in the light of facts and a greater 
accumulation of experience. A great advantage in the author’s 
case is tl.at he has drawn liberally upon the stores of business 
experience and statistical data and devoted special attention to 
viewing the situation in the practical aspect of published accounts 
when dealing with certain individual combines. 

The j)urposo of the book is to show how far competition has 
been sui^pressed, to examine from a j^ractical point of view tiic 
structure, achicvenuuits and price policy of the various groups 
as they have actually occuiTcd ; and finally, in the light of such 
practical examination, to consider tentatively the advisability 
of some form of Government supervision, assuming the latter 
to be desirable or necessary, and to judge legislation by sucli 
standards. 

It is evident that industrial combination, or the Trust move- 
ment, is no longer a “ tendency,” but an established feature oi 
English industrial organisation. This is quite clear from both 
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the extent to which combines have been formed over the whole 
range of industry and also from the long and stable business 
record oi some of the better known combines, 'riius, it would 
bo imp^ 3sible to regard, say, the Bradford Dyers’ Association, 
the Coats’ Combine, Lever Brothers, or the “ Big Five ” of banking 
as other than established forms of English industrial organisation. 

Mr. Fitzgerald has j)aid special attention to the question of 
prolits earned by individual combines, considering the net earn- 
ings in all cases, not merely by themselves or in relation to 
ordinary capital, but expressed as percentages of the resources 
employed (that is, the total assets less liabilities), su])jcet to 
necessary adjustments where pre-w'ar and post-w'ar results are 
compared. Judging by this indicator, the level of prices of tlio 
products of the trustified industries and the general operation of 
the trusts in relation to the consumer in both the homo and foreign 
markets, JMr. Fitzgerald reaches a broad conclusion that despite 
the fact tliat large sc'ctions of English industry have now definitely 
passed under the control of the com))ine, the moderate price policy 
hitherto inirsucd by most of them makes unjustified any grounds 
for alarm. 

A striking feature of the book is the comprehensive character 
of the survey of British industries achieved by the author. No 
significant agreement in restriction of price or production has 
escaped his attention, how'ovcr small or localised its operations. 
Interesting in this respect is the examination of associations in 
the clayware trades, although the production of bricks, drain- 
japes, })ottery, grey stone mortar, docs not suggest danger from 
the Trust movement. It is comforting to tlie “ Jioiiseless ” to 
note that, although the homo productive capacity with an insignifi- 
cant proportion of exj)orts is proba])ly twenty times greater than 
the present volume of imports, the latter in respect of the number 
of bricks imjDorted has risen from 535,000 in 1022 to 159,000,000 
in 1025. In regard to the meat combines, the significant fact 
is brought out that, wliilst combination is often impeded by 
foreign rivalry, the meat combine is an important example of 
combination, being a direct result of it ; the original object being 
a united front on the part of English enterprises better to oppose 
the great American combines. It is also significant to note that 
even in the case of the cfiieicnt and powerful English meat com- 
bines there stands the testimony of the Royal Commission on 
Food Prices (1925), that “ . . . there is nothing sinister about 
this organisation ; it performs, on the contrary, a service of great 
public utility, . . .” and that, apart from the full supply of all 
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information, which the appropriate Government committee 
might require as impartial observer, a system of State Control 
would be likely to “ . . . accentuate the dilFiculty of obtaining 
supplies and even increase the ultimate cost to the consumer.” 

From the general reader’s point of view, the chapters of main 
interest are probably those dealing with matters concerning 
which the layman lias latterly been most informed, largely thanks 
to the activities of the Press, namely, the Oil Combines (Chapter 
XIX), the Railway (>ombines (Chapter XXI 11), the Banking 
Combines (Chapter XXIV). 

In the case of the oil combines, the opinion is expressod that 
despite the industry being pre-eminentl}^ the sphere of large- 
scale organisation, and despite the gigantic resources of the f(;w 
firms controlling it from extraction of the raw material to retail 
distribution, tlio course of events has shown tluj utter imiliilit}'' 
of the combines to prevent ju-ices from falling, evmi to iineconoinio 
levels, or to resist the stimulus to eomjictition alTorded by a. sliglit 
ujjward trend in prices. 

The relation of the State to industrial combination is dealt 
with specially in Chapters XXI and XXllI, dealing respectively 
witli the Rubber Restriction Scheme and the Railway Amalgama- 
tions. In both of those cases the paradox is that the State, so 
far from violently denouncing and severely penalising restriction 
of competition after the model of the U.S.A., actually instituted 
and really enforced the combination of previously competing 
enterprises. This is a now landmark in industrial combination; 
as the author points out, the Rubber Restriction Scliemc “ admits 
the principle of Government co-o])eration in the sii])pressi()n of 
excessive competition . . . restriction by Government edict. ...” 
The political rcverbcia lions of the Rubber Scheme even into 
international politics arc as significant as the relative failure of 
both projects to attain their objects in spite of the powerful aid 
of the State, launched vainly against economic forces. The 
compulsory fusion of the railways in 1922 is regarded partly as 
the anticipation of an inevitable process of evolution, and partly 
a deliberate recognition by the State that unification was desir- 
able on the condition or assumption that the fruits of monopoly 
could or should accrue to the community. 

The recent history of the railway fusions suggests that the 
economies of large-scale organisation, even where favoured by 
physical and economic conditions, are often more difficult to 
realise in practice than appears to bo the case theoretically. 
In fact in Chapter XXIV, dealing with the Banking Combines, 
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the frequently stated opinion of various banking officials is con- 
firmed that, admitting a probable increase of stability — due to 
greatness of size — the rise in overliead expenses and the severe 
cutting of profits have probably doubled the period as compared 
with pre-war days required for a new branch to pay its way. The 
“ Big Five ” Jiave also shown a greater tendency to expand 
credit rather than to restrict it; thus there appears even in this 
important direction to be little danger of that to which those in 
charge of the leading banking institutions state themselves to 
be uncompromisingly opposed — a financial cartel or “ a money 
trust.” 

From the point of view of the reader interested in special aspects 
of the problem, Chapter IV’’ on the Iron and Steel Industry, 
Chapter XI E on the Non-Ferrous Metal Trades, Chapter VII on 
the Chemical Industries, and Chapter XITI on the Engineering 
Trades, are probably the most interesting. Thus in these indus- 
tries are operative just those various factors iq^on >vhich the 
growth, development and efficient operation of the combine have 
been agreed generally to depend. In them are present the factors 
of necessity for integration of related businesses, or so-called 
vertical combination, keen foreign competition in home as well 
as neutral markets, international agreements, circumstances of 
large capital, localisation of industry, protc'ctive tariffs, patent 
rights and the conditions making up what Professor Levy in 1909 
termed the favourable “ conjuncture ” for industrial combina- 
tion. It is interesting, therefore, to note that in his survey of 
even these industries, the author arrives at the following con- 
clusions : 

As regards the iron and steel industries, competition still 
predominates, despite the system of domestic price regulation 
in many sections, based in none uj)on monopoly; that foreign 
competitors cither in finished, semi-finished or raw materials, 
and general price conditions in international markets, arc dominant 
factors operating definitely agaimst the successful emergence of 
any monopolistic combination in Great Britain. Somewhat 
similar circumstances apply in the non-ferrous metal trades, 
aggravated by the wide fluctuations of price; and any control 
of domestic associations over prices is restricted by actual or 
potential foreign competition even though sometimes circum- 
scribed by international agreements. 

In the engineering trades, more particularly the heavy 
electrical and cable-making sections, the necessity for large organ- 
isations, the increase in demand, the more honourable observance 
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of goiitlenien’.s agreements as regards work tendered for, and the 
value of patents have assisted the ojx'raf ion of domestic associa- 
tions to control output and prices ; yet even in those industries 
tlic fall in prices and the increase in imports do in fact prevent 
the English firms from exercising a dominant influence on the 
course of prices. This is true now desinte the different opinion 
of a Government committee of inquiry in J020 recommending 
public supervision and control. 

In the chemical industries attempts to regulate prices and 
output have long been a notable feature, aided largely by the 
integrating combination of firms in the three primary sections of 
alkalis, acids and tar distillates, and the relations between home 
producers and the consumers as regards preferential conditions 
of supply. Despite this advantage and certain quasi-monopolistic 
rights as regards patents and local raw materials, the conclusion 
is that, whilst international agreements affect foreign competition, 
tliis vital safeguard against monopolistic policy is always available. 

It is a matter for criticism that the woollen and worsted sections 
of the textile industries have not been dealt with more fully. The 
}>age so devoted to these industries is hardly commensurate wifli 
their importance and with the early and relatively successful 
development of many combinations in these industries. The 
same criticism applic's to the treatment of cotton industries, 
wherein jiroposals for combined action for restriction of output, 
])rice stabilisation and short-time organisation have received an 
immense amount of attention from those actively engaged in th(' 
industries, the Press, and the public, and above all the economist. 

The arguments dealing with the effieiency of tlie 'JViist in 
respect of economics peculiar to the Trust, and those appertaining 
to large but non-monopolist ic organisations are on the linos of 
Marshall’s exposition of the “ representative firm,*’ and the 
limitations to its growth as regards maximum efficiency. Tiint^ 
and the emergence of new facts of business and industrial experi- 
ence in this iihstance again appear to have confirmed that far- 
seeing economist’s opinions. The author of the present publica- 
tion emphasises more strongly how the risks arising from central- 
isation in buying, selling or production are immensely magnified 
in their disastrous effects wlien an error is made owing to the 
scale of operations involved ; nor docs it appear that the Trust 
has altogether realised the saving of the “ economic wastes ” of 
competition in advertising, distributing, economical production 
and the fullest utilisation of capital, etc. 

There is nothing new in the original impulse of the Trust, 
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the almost natural desire of producers and traders to suppress or 
control competition ; but it has yet to be shown, despite even the 
present careful analysis, that any have achieved permanently a 
practical monopoly. There are fundamental economic factors 
relating to elasticity of costs, elasticity of demand, the direct 
and indirect competition of substitutes, the formation of new 
enterprises (especially wlien demand is rising or trade improving), 
foreign competition, the decreasing impediments of concentra- 
tion to new competitors. In this respect a very suggestive 
criticism is put forward on Professor Levy’s view that the con- 
centration of production furnishes “ the foundation stone of 
English cartels and trusts,” seeing that the more recent evidence 
suggests that the not advantage gained by expansion beyond a 
certain point is debatable. 

George R. Carter 


Karldh und Konztnie. Von Kurt Wiedexeeld. (Berlin and 

Lenpzig : De Gruyter and Co. Pp. 83.) 

In this small volume Dr. Wcidenfold has published the 
original of his monograph for the Geneva Conference, together 
with a lecture in which the “ present problems of industrial 
organisation ” are handled in more detail. It will snfiicc, there- 
fore, to deal here with the latter. In direct opposition to some 
other Avriters, he describes the vertical structures as Trusts, 
making this the German name for them. Wo need not argue 
about W'ords. His purpose is to balance the strength aud weak- 
nesses of such combines, and to controvert tlie opinion that the 
future is with them rather than with the (’artels. 

The advantages claimed for the so-called Trusts are (a) con- 
centration of production in the most economic works and laying 
U]) in reserve of the others, (6) the Ic.ss variability of cods of lower 
products wlien integrated than of when they are pur- 

chased, (c) smoother transfers from stage to stage, {d) more 
direct balancing of the capital requirements of establishments 
than when the banks intervene. 

On the other side of the account are to be reckoned [a) the 
burden of the idle capitals, (6) the fact that the higher works, 
from whose point of view the question is regarded, do not get the 
low prices they otherwise w'ould in times of dc])rcssion, if they 
bought their supplies, (c) loss of the power, w^hi(di ‘ free finishing 
producers have, to throw back on lower jiroducers the effects of 
glut in their own markets. 
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It is obvious that some of these arguments woud have to be 
modified if the appropriateness of such organisations to the 
national economy as a ivhole were made the issue of their further 
development. 

He contends that the relatively small field in which vertical 
Trusts have been successful is due to a number of difficulties 
which are in general traceable to internal diversities which beset 
the desired unity of control. One cannot exactly adapt the 
quantities of product on each level to each other so as to bo free 
from markets for purchase or sale of remainders. Or, again, the 
want of correspondence may be qualitative, as when the final 
product is .special and the lower ones massive, so that there 
cannot be a real unity of control from the top. The result is 
that the only unity is one of KapitalpoliiiJc, whereas economy 
depends on a large degree of factual as distinct from legal unity, 
together with a fair amount of freedom for the heads of the 
individual works. 

Tliese considerations w'ould clearly apply in stronger degree 
to the less sy.stematic integral ions or Concerns, where Kajyital- 
poliiik plays a still larger ])art, a point whoso historical veri- 
fication l)r. Wiedcnfeld has let go without comment. 

The Cartels, thougli a limitation of independence, are ])ase(l 
on two strong reasons. First, the costliness of getting rid of flie 
weak sellers by the method of competition and bankruptcy. 
For “ the weakness of the w'cak becomes itself their sirengtli 
against the strong.” They become reorganised on a new capital 
basis, a resource whicli, for reasons of prestige, the large businesses 
are reluctant to employ. Second, the Cartel frees the large 
producer from marketing problems, .so that he can give his 
attention to the inner organisation and technique which are Ins 
proper function. “The non-Cartelled ])roducer is more of a 
slave to the market than the Cartellcd producer is to the other 
members.” 

The.sc advantages are strikingly argued. But the crux is 
price policy. On the analogy of railway and money rates, where 
stability is taken as an obvious desideratum, Dr. Wiedcnfeld 
holds that the Cartels must be judged by their practice of both 
moderation and stability. The conjuncture is to be ruled, not 
merely follow'ed. Neither the highest nor the low^cst possible is 
to bo allowed, but, apparently, each industry for itself is to 
practise the Anpassung in order to prevent its own disruption 
into the strong and the weak. This is more fully discussed in 
Dr. AViedenf eld’s larger w'ork on Gewerbepolitik, and it raises, 
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especially in respect of fundamental indiisfries, flic whole issue of 
quickly ada])tcd as against fixed prices as metliods of controlling 
the conjuncture. But everyone will iliank tlie autlior for this 
concise and lucid statement of main issues. 

D. If. Macoreoor 


The Conditions of Industrial Peace. By J. A. IfonsoN . (London : 

Allen and Unwin. 1927. Pp. 129. !.>•. (> /.) 

The fifth and last chapter of Mr. Hobson’s book contains his 
contribution to the problem of how to secure industrial peace. 
The other four chapters are mni dy occupied with an analysis of 
the existing industrial system on linos wliich will bo familiar to 
readers of his earlier works. Wo have, for instance, his division 
of the national income into subsistence and surplus, though there 
is less stress laid here than in his Industrial Sijstem on the dis- 
tinction there drawn between the productive and the unproductive 
surplus. Over-saving and under-consumption once more make 
their appearance, as w’cll as his thesis (hat taxi^s on cost all tend to 
be shifted on to surjilus. The book covers a good deal of ground, 
and numerous topics are touched upon — such as the population 
question, the competition of sweatiul foreign workers, the growth 
of trusts and cartels, family allowances — which seem only to hav(^ 
a somewhat indirect bearing ou industrial pcaexi. Take the 
question of population, for instanc(5. The limitation of ])opulation, 
Mr. Hobson thinks, is an essential condition of industrial peace. 
But it is not ap[)arcnt/ why a small populaiion should bo more 
peaceful than a larger one, if industrial conditions and relations 
between employers and employed remain unaltered. 

Mr. Hobson rightly insists on the growing interdependence of 
industries, and ho more than once points out that a disynite, or 
rise or fall of wages or other costs of ])roduction, must in greater 
or less degree affect the interests of other trades or of consumers. 
This is the main ground of his plea for more (Government inter- 
ference Avith the object of securing iiifluslrial peace. 

The GStato, Mr. Hob.son thinks, must assume a different 
attitude towards three ty])cs of industry. Essential services, 
wliere competition is impossible, must bo publicly owned. The 
dangerous tendencies of trusts, cartels and other forms of com- 
bination in important though not vital industries must bo checked 
by a highly graduated tax on excess profits. In the case of trades 
where the interests of consumers are safeguarded by effective 
competition, the State should confine itself to securing minimum 
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conditions, to providing emergency subsidies when trades are tem- 
porarily damaged by causes outside their control or prevision, and 
to i)roviding equitable tribunals for settlement of disputes 
between employers and workers. A limited industrial self- 
government, the author says, is essential, and the first step is the 
establishment of a National Industrial Council representative of 
workers, capitalists and consumers, endowed at first with purely 
advisory powers. Mr. Hobson, however, looks to arbitration as 
the most hopeful means of securing industrial peace. Resort to 
arbitration is to be compulsory, but not the acceptance of awards. 
No public relief is to be given to those refusing to accept awards. 
Their dependents may be relieved, but only under such conditions 
as prevent the relief affording support to the recusants — a rather 
difficult regulation to administer ! Employers who insist on 
closing down their works because they cannot afford to comply 
with an award can apply for a subsidy from the portion of the 
social surplus which is to be allocated to this purpose. On the 
face of it the treatment to be allotted to recalcitrants seems some- 
what unequal. It is further suggested that a Court of Appeal 
should bo set up. 

Mr. Hobson of course knows the case against arbitration, and 
in the earlier part of his book puts this as well as it can be put. 
It may, however, be doubted whether his argument in support of 
arbitration will succeed in convincing those who doubt the 
possibility of persuading the workers to give up the right to strike 
or the employers the right to lock out, who arc sceptical about 
equitable and impartial tribunals set up to try issues which are 
often non-justiciable, and who can see no adequate sanctions for 
enforcing awards. However, Mr. Hobson realises that his pro- 
posals will not be particularly palatable to the Trade Unions, to 
the type of business man who is determined to run his business in 
his own way, or to those who hold that no solution is possible 
without a change of heart amongst both employers and employed. 
He is nevertheless undaunted. 

H. Sanderson Furniss 

Kapitalismii s . Eine begrifflich-terminologische Studie . V Dr . 

Richard Passow. (Jena : Gustav Fischer. 1927. ?]>. 

V -f 136. 7 marks.) 

Only one English economic treatise having claim to scientific 
rank bears the word “ Capitalism ” on its title page — Mr. J. A. 
Hobson’s “ Evolution of Modem Capitalism.” There is no 
article on “ Capitalism ” in Palgrave’s Dictionary of PoliUcal 
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Economy — even in iljc now odition. Oji tlio ( ’ontinont, liowever, 
the influence of Karl Marx has cstahlislied tljc term not merely 
in the new.spaporf!, but in the roco«^nisod economic text- books 
and the specialist periodicals. Tu Gca-many, for instance, 
“ Capitalism lias beam tlie subject of learned and laborious 
interpretation on the part of her most eminent economists. 

Is the term “ Capitalism ” suited to the ])urposes of l^eonomic 
Science ? For the politician or the journalist it is admittedly 
convenient. It is suflnsed w'ith feeling. It is deliglitfully vague. 
The aim of Profossor Passow's Essay is to advocate its abandon- 
ment by the economist. 

The term “ Capitalism ” fails to describe adequately the new', 
the essential, the ])ccnliar feature of modern economic life. 
Moreover, not one of the attemjfls to defmo the term exactly 
has been successfid. It is used in diiTerent senses by dlfu'rent 
writers ; sometimes in diflerent senses by tlu' same writer. Some 
writers (e.g. Mr. ]Iol)Pon) shirk the diOlculty of definition. 

In Gcrniany we liear not only of ’* Kapitalismus,” but of 
an immense liorde of compounds of the word - all indefinite 
and ambiguous — " Zunftkapitalismus.” “ Feudalkapitalismiis.” 
'• Friilikapitalismus.” “ Hochkapitalismus and “ Spiitkapital- 
isrnus.” The last throe are terms which owe their ])opularity to 
Professor Sombart. Their scientilic vrilue i.^; doubtful. I’hey 
lack precision. According to Professor Hoiubart, the period of 
“ Uochkapitalismus ” opened about 1760 and came ‘‘ suddenly 
to an end in 1914 . We are now living' in the period of ‘‘ Spiii- 
kapitalisinus.” According to Friedricli Naiimann and »Iohann 
Plenge w^e are living in the period of “ Hochkapitalisiinis,” wdiich 
dates only from the twentieth century and icceivcd a powerful 
stimulus from the Great War. 

Closely allied to Capitalism ” is the “ CV])italist spirit." 
The use of this phrase — originally introduced by Karl Marx 
is to-day very fashionable. Yet a moment s reflection w ill show' 
that it means notliing more than an acquisitive spi7*it, a spirit 
dominated by desire for the maximum amount of gain. Ihese 
characteristics are quite independent of any ownership of eaj)ital 
or any using of capital. 

Professor Passow\s Essay is learned, comprehensive and 
forcible. It is valuable as a work of destructive criticism which 
stimulates clear thinking. 

d. LKMP.nKOEK 

The University, 

Eel fast. 
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The Ethics and Economics of Family Endowment. By Eleanor 
F, Ratubone. The Bcckley Social Service Lecture, 1927. 
(London: The Epworth Press. Pp. 118. Paper Is. 6d. ; 
cloth 2s. 6d.) 

In this Lecture, Miss Rathbone has restated the case for 
Family Endowment as an argument from economics, from ethics, 
from justice and from foreign example. The argument under the 
first three of these headings is, however, a single texture, and 
the main difference from her pioneer w^ork on the subject is the 
vehement eloquence with which she makes her plea afresh. 
She is not tolerant of criticism, and docs not really help her 
case by throwing about such epithets as “ blindness,” “ blatant 
egotism ” and “ arm-chair critics.” Nor is it a good thing to 
arrogate scriptural authority for onc^s own side of difficult 
economic proposals. It was rather her business to answer Pro- 
fessor Gray, and she has not done so, and the omission is significani . 
Those who think that the problem of child maintenance is not 
best met by cash payments for each child born are not real 
Philistines on the poverty argument, and must not be made 
phantom ones. They will grant to Miss Rathbone an intense 
earnestness and conviction, and an enviable power of exposition. 

Is it right to describe the family of five as an “old impostor,” 
while making use of it for the sake of an effective topical diagram 
(p. 9), and also for the creation of a definite number of “ phan- 
tom ” wives and children (pp. 24-G) \ or to argue that economists 
have been “ vague ” about the size of the standard family, when 
it is your own case that tliere is no standard size ? Is it passable 
criticism to describe as “ blatant egotism ” (p. 53) the considera- 
tion that children are a cause of pleasures and satisfactions as well 
as of expense ? and to suggest that this “ coolly sets aside ” th(‘ 
fact that “ children themselves are separate human beings, each 
with an individuality of his own and a potential value for Society ” 'I 
To say that family life brings satisfactions is important and 
relevant to some aspects of the argument, and it was necessary 
to say it because its oversight had been notable. It does not 
mean that children arc nothing more than this, and why should 
it be necessary to point this out ? 

The difficult question of the birth-rate is rc rgued. The 
inference suggested by the statement that higher standards of 
earning go with lower birth-rates is that Allowances would on tin; 
whole lower that rate. If anyone were told that a certain nation 
had instituted Allowances because of the condition of the birth-rate, 
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would he naturally infer, even if he were a trained vital statis- 
tician, that the birth-rate was regarded as too high ? It is not a 
question of fearing a “ devastating torrent of children ” (p. 116), 
but of the balance of a number of economic and psychological 
influences acting on the age of marriage and the size of families, 
because Allowances are varied with the size of the family. Where 
three children would otherwise have been born, will only two be 
born, if the family has been made ten shillings a week bettor off 
at that stage ? Where only two would otherwise have been 
born, will a third bo born because of this subsidy, plus a further 
])rospective subsidy of live shillings '? These questions arise on 
each level of income, and arc independent of the existing differ- 
ences as b(‘tween the levels. While it seems likely that the 
highest and the lowest levels will, for different reasons, be least 
affected, there is a largo middle area wluu’c the above influences 
will have to find a balance. On the ivhole, arc the critical cases 
not mainly those where foresight now im))oses limitation ? Take, 
for example, the cases where two children have been born of the 
same sex ; there is a strong desire to have a son or a daughter, 
whichever is missing. Also, it is in respect of the first child that 
much of the heavy outlay of family life is incurred. The ques- 
tion is not academic, it decides how far there is danger that cash 
allowances might defeat their purpose. 

In this country the strongest current among supporters is for 
a national system of endowment. It is natural that the Labour 
uiovcment should acce])t the offer of so large a transfer as is 
involved, whether based on children or on any oHut criterion. 
The issue may not, however, turn on the amount of expense, 
since economy and expense are not opposites ; but rather on tlu^ 
alternative of cash payments in respect of children, the application 
of which to children cannot bo ensured, and of a reconstituted 
service for dealing with child distress when, where, and in so far 
as its occurs. 

]). H. Macgregoh 


Family Endowment : a Critic<tl Analysis. By Alexander Gray. 

(London : Ernest Bemi, Ltd. 1927. Fp. 135.) 

Professor Gray’s attacks upon Family Endowment schemes 
take the form not so much of criticising the schemes themselves 
as of pointing out that the principles upon which these arc 
apparently based would, if pushed to their logical conclusion, 
lead to absurdities or worse. Family Endowment, for instance, 
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embodies the principle of distribution according to needs. But 
“ a society which consistently endeavoured to distribute its wealth 
according to needs wmld be a nightmare, rich only in futile 
idealism, more flagrantly chaotic and unjust even than that in 
wliich we no^v groan.’’ Or again, Family Endowment gives the 
State a new interest in the quantity and quality of children that 
arc born. “ The woman thus becomes the servant of the State 
for the purpose of giving birth to children.” In these conditions 
it is the duty of the State to see that the children arc “ brought 
up in a manner ])ccoming its cliildrcn,” and to replace the mother 
by another guardian if slie is unfit to bring them up herself 
(wdiicli, by the way, the State does already in extreme cases); 
and as this solicitude cannot logically stop at physical care, the 
next stcj) will ];o for the State to roniove children from homes in 
which it considers that tlicre arc “ seditious ” influences. 

Since the reduction of any id(‘a to its logical conclusion is 
usual iy much the same thing as its reduction to absurdity, this 
kind of argument is not very satisfying : its use gives the reader 
the impression that the author desires to score debating points, 
and is as likely as not to detract from the value of Ids more 
serious and practical criticisms. Moreover, since many of the 
princi])les to which Professor Gray refers are to some extent 
recogtused in existing j)ractice, it is always possible to reply that 
the silly or dangerous implications of these principles arc already 
with us, quite independently of Family Endowment. 

Of course there is |)lenty of confusion in the ideas of the 
Family Phidowers. Some of the most useful parts of this book 
are those in which the author illustrates the very different 
character of the objects which supporters of the proposal in one 
or other of its forms are seeking to promote. He calls attention, 
and with justice, to the confusion between those who are thinking 
simply of a lateral redistribution and those who want, over and 
above, to link up Family Endowment with vertical redistribution. 
He might indeed have discussed this further, for it affects very 
materially the type of sclumic which is appropriate. It is oiio 
thing to make a given w^ago fund go further by altering its dis- 
tribution between the members of the group of wage-earners 
into whose possession it already goCwS. It is another thing to 
treat bearing and rearing children as a public service, the cost of 
which should be met from the taxes, and distributed over different 
taxpayers in accordance with whatever principles are held to be 
equitable in regard to the distribution of taxation generally. 

Professor Gray is alarmed at the cost of any proposal to graft 
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a general scheme of Family Endowment on to our present social 
insurances. But his argument on this point seems to suffer from 
the very confusion to which he takes exception in the proposals 
that he criticises. Ihe intention of Family Endowment of this 
tf/pe is simply to change the distribution of existing wages 
between different wage-earners; i.e. to effect “lateral” redis- 
tribution. If this intention is realised it is beside the mark to 
write about depressed trades struggling vainly, and sheltered 
trades successfully, to pass on the cost to the consumer. If the 
intention is not realised, that docs not affect its merits. The 
desirability or otherwise of lateral redistribution of a given type 
is unaffected by the fact tiiat in trying to bring it about people 
may effect a vertical or a different lateral redistribution by 
mistake : unless it can be shown, as Professor Gray does not 
a])pear to have shown, that the mistake is inevitable. 

.1 ho best part of this book is the cliaptor on Kamily Endow- 
jnent and the birth-rate. What with the possibility of earlier 
marriages, and of changes in the standard of living of different 
groups, this is certainly some of the most treacherous ground 
upon which the advocates of Family Endowment have to tread. 
Professor Gray points out some of the more dangerous quagmires. 
As to the influence of Family Endowment on family life and the 
position of women. Professor Gray is pessimistic and alarming; 
but what alternative is there for one who regards marriage and 
freedom as “ incompatible blessings ” ? 

Barbara Wootton 

Economics and Human Bchariour, By P. SakgainT Florknce. 

Psyche Miniatures. General Series. No. 9. (Kogan Paul, 

Trench, Trubner & Co. 1927. Pp. 117. 2s. 6d.) 

It is a commonplace that many people liave something to 
say which will fill a booklet or pamphlet but not a treatise. The 
signs of a revival of the j)amphlet are wclcojne. At the same 
time there seems to be a tendency on the part of authors of 
pamphlets to think that, because a j)ublication is short, it must 
at all costs be lively. They strain after lightness of touch and 
appear not infrequently to bo saying to themselves : “ This is 
not a serious treatise; it must be brightened up.” Mr. Sargant 
Florence, as an author of booklets, is not really touched by this 
line of criticism. He is genuinely and refreshingly entertaining, 
though one fancies at times that he can be detected in an attempt 
to keep it up. 
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Tlie sub-title of the booklet is “ A Kejoiiuler to Social Psycho- 
logists,” and the tlieine is the extent to whieJj the criticisms by 
social |)sycliol(3gists of the psychological assumptions of economists 
arc valid. Two principal lines of criticism can be distinguished. 
It is com])lained, in the first place, that economists generalise too 
much from a few fundamental characteristics of human natunj 
and too little from observations as to human behaviour derived 
from statistical and otluu* data. Dr. McDougall, for instance, 
considers tliat economists have neglected the extent to which 
men arc found from o])servation to be susceptible to the arts of 
the advertiser, and that in consequence of neglect of this kinfl 
many of their generalisations are not well founded. These 
attacks juay or may not get home. Wdudher they do or not, the 
psychologist lias no s[)ecial status in the ranks of tlui attacking 
army. The business man or any other member of the general 
jiublie is quite as much eutitlcMl to conqilain as the psychologist. 
Indeed it might be urged that many social psychologists should be 
the last ])ersons to employ this particular line of criticism. They 
have not in general been distinguished for the us(^ of that form of 
procedure for the neglect of which economists are blamed. With 
regard to this particular issue Mr. Sargant Florence ends his 
booklet with a strong plea for “ statistical methods of investiga- 
tion into economic questions.” ” The possibilities of statistical 
measurtmicnt are scarcc'ly realised by most economists, who seem 
content to reiterate old deductions and are too busy or too bored 
to explor{‘ the way of exact observation or to use the wealth of 
statistical material put at their disposal by Government depart- 
ments, Ivoyal Commissions, German and American Universities, 
and some few research institutes.” One may wholeheartedly 
agree with the emphasis which it is desirable to place upon re- 
search of this nature and at the same time bo of opinion that in 
such a ])assago as this the author shows signs of falling into the 
tem])tation of providing that vivid touch which is thought to be 
required of the writers of pamphlets. Is not the truth something 
of this kind ? Only a fraction of the research of this nature which 
is urgently required is in fact undertaken, but this is chiefly owing 
to lack of qualilicd economists and statisticians. Those qualified 
mostly turn their attention this way nowadays. Where failure 
is most apparent is perhaps in teaching rather than in research. 
Political scientists invariably require students to study constitu- 
tions and their working in some detail. It is remarkable to 
what a small extent students of economics are required to study 
the social and economic structure of this and other countries. 
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It is also complained by tlio social psychologists that the 
economists make certain psychological assumptions for whicdi 
there is no evidence, if indeed they cannot bo sliown to be false. 
It is here that the psychologist has a right to be heard. But is it a 
fact that the economist makes deliniie psychological assumptions ? 
It is true, no doubt, in tlio case of ceriain writers at least up to 
a point, hor the most part, however, wliat ccoiioniists are trving 
to do is to l)ase their constructions upon certain objective forms 
of behaviour commonly observable among men. Men do often 
behave as though they wcaglu'd alternatives and balanced things 
one against another — as if. in fact, lliey went tlirougli a ])roc(^ss of 
rational calculation. It is uj)on fundamental facts of this kind 
that, as Mr. Florence says, ecojiomists construct their case. 8o 
far as the economist is concerned, it is not essential to know what 
the true nature of the mental process is. What appears as 
(jalculation may have its basis in reason or instinct. W hile making 
a convincing dehmee of the <‘('onomist somewhat on those lines, 
Mr. Florence seems to grant mure to the ])sychol'>gist\s case than 
is in^cossary. IMr, Florence will have it that the economist 
“ cannot argue without assuming some sort of ])sychological 
theory.” The important fact with which i\Ir. Flonmco would 
presumably agree is sur(dy that the economist can ai'gue without 
committing himself to any delinite ])sychological tln'ory and that 
his arguments do not therefore lose their \alidity when older 
))sychological tlieories give ])lace to new. K(‘onomists do fre- 
quently, though for the most ]nirt unwittingly, appear to commit 
themselves to particular theoiies owing to an unfort imalo choice 
of words. Thus the psychologists are enabled to achieve v('rhal 
scores and to apjiear to ]>rove that economists arc devotees of 
outworn and long-discarded theork's. 

When Mr. Sargant Florence turns to consider the psycho- 
logists themselves he has no dillieulty in showing that there is no 
common ground between them. Is not Di*. McDougall, the critic 
of economists, hiin.solf now heavily b(‘sct hy his colleagues of a 
younger generation ? What would the lalt(‘r now 1)0 saying of 
those economists who at the bidding of the ohk'r generation of 
social psychologists had attempted to lind room for Uk': accpiisi- 
tive and other instincts Avliieh were at one time so neatly labelled 
and set out in a row ? But tbo essence of the whole matter is 
that psychological assumptions, in the strict sense, arc un- 
necessary for ordinary economic generalisations. ]\len do some- 
thing which one may call calculating, liowcver much pain may be 
caused to certain psychologists by the use of tliis terminology, 
No. 148. — VOL. xxxvii. 
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and from that fact much may be deduced. It is perhaps more true 
to say that economists make ethical assumptions than that they 
make psychological assumptions, and that in so far as they do so 
they are open to serious criticism. Perhaps Mr. Sargant Florence 
will take up this theme some day. In any case all readers of the 
second of his booklets will hoi3e for a third. He practises what he 
preaches. No one could accuse him of pedantry, and his firm grip 
of the reality of social problems makes his discussions of academic 
matters alive and arresting. 

A. M. Cahr-Saunders 

Dencriptive Economics. By Professor R. A. Leu feldt. (Oxford 
University Press. World’s Manuals. 1927. Pp. 112. 2s. ijd.) 

Professor Leiifeldt has written a most useful addition to 
our supply of introductions to economics. The experience which 
has prompted him to write this book, to which he refers in the 
preface, is that it is wcdl to go through a description of the plain 
facts, unmixed with theory, before embarking on analysis; and 
it is an experience which has probably been shared by a good 
many teachers of elementary economics. The difficulty of the 
method is to avoid the dullness inseparable from facts that are 
wholly unadulterated with anything that can be called theory ; 
and to indicate in an interesting way the phenomena which call 
for theorising, without embarking into theoretical discussions 
forthwith. Professor Lehfcldt appears to have succeeded remark- 
ably well in this respect. His method has been to approach his 
subject by a short descriptive chapter on the main industries, 
or groups of industries, in a modern industrial community, and 
to call attention to the essential features of their organisation 
and methods of production. We begin, for instance, with two 
chapters on farming, wliich include references to the various 
methods of tenure in use in different parts of the globe, to the 
story of technical improvements in agricultural methods, and to 
the merits and demerits for various types of cultivation of large 
and small, pure or mixed farms. In the following chapters the 
broad features of mining, of manufacturing industry, of transport 
by land and sea, and of the business of finance are similarly 
sketched. Naturally the treatment is slight, in a volume of 
less than 120 pages, but it is simple and clear, and — great but 
none too common merit ! — ^it should not leave the student with, 
the feeling that when he has finished the book he now knows all 
about the subject. 

Professor Lehfeldt’s little book may be specially useful for 



1927J 


FAY : ELEMENTS OF ECONOMK'S 


635 


adult students who often experience great difficulty in grasping 
abstract ideas at the beginning of their acquaintance with a new 
subject. Though the author docs not intend it primarily for 
university students, it may be useful also as a corrective for 
those who incline too readily to deal only with abstractions. 

The only criticism of any importance that one is tempted to 
make against the book is that a certain pleasure in what he 
describes occasionally leads the author to gloss over the weak 
points of the industrial machine. On the subject of the functions 
of middlemen, for instance (p. 77), his cheerful generalisations 
seem a little hasty. 

Bakuara Wootton 

Elements of Econonik-^. By (J. B. Fay, jM.A. (New York: The 
Macmillan Co. 1920. Pp. xviii + 631. Is.) 

This is an all-inclusive volume by an American author — not 
liy the C. 11. Fay wo know. It might as well have been called 
“Concentrated Essence” as “Elements.” The author adheres 
to the formal division of his subject-matter into the departments 
of Consumption, Production, Exchange, Distribution and Public 
Finance. Within these he deals with everything from Com- 
munism to Real Estate Speculation, from Child Labour Laws to 
Marginal Utilitj^ There is a certain amount of theoretical 
matter, always well illustrated; but information on questions 
of fact greatly predominates. In fact the book may well serve 
not only as a text-book for the American High School boys for 
whom it is written, but also as a book of reference for any 
who desire up-to-date iuforniation on economic and commercial 
conditions in the U.S.A. 

As so often happens in a text-book, the standard of difficulty 
which the book maintains varies very greatly from section to 
section, especially in the theoretical chapters. For instance, the 
subject of interest is introduced by a very simple illustration of 
the loan of a tennis racket at a week-end party. This seems to 
presuppose a rather different standard from that to which the 
reader must have attained in order to master the conclusion, 
reached after a very rapid argument, tliat “ the price of any 
agent of production tends to equal the value of the marginal 
product of the entire supply of that agent.” Similarly we 
leap with startling suddenness from the homely details of personal 
and domestic economics into the technicalities of the investment 
market. 

It is but just to add, however, that these transitions are 

uu 2 
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facilitated by the exceedingly generous supply of tables, diagrams 
and illustrations with which the book is packed. Photographs of 
bills of exchange; reproductions of entries in the household 
butcher’s book ; tables of the profits realised by American 
cor|)orations ; illustrations of joint supply in the shape of a 
shadowy ox, every one of whoso parts, down even to the gall- 
stones, is labelled with a note of its industrial uses — these are 
some of tlie aids w^liich Mr. Fay employs to great advantage. 

One or two points call for special notice. Mr. Fay has 
departed from the usual practice in introdiuang the subject of 
saving into the section which deals with consumption, 'i’ho 
discussion is intersj^ei'sed with a certain amount of moral exhort- 
ation as to the virtues of tlirift, which some of us may find 
somewhat re])cllont. J3ut there is a good deal to be said for 
treating saving as a ])ranch of consumption. It is also wortli 
mentioning tliat Mr. Fay has succeeded in explaining “ com- 
parative costs” in a way which ought neither to do violence to 
the pupil’s instinctive common-sense, nor to malvo him feel that 
a great fuss is being made about nothing at all; which is 
unusual. 

On certain debatable questions the author is carefully im- 
partial, even to tlie extent tliat tlie seven arguments in favour 
of protection are balanced by an equal number on the other 
side. But there are other matters, tlie single tax and socialism, 
for instance, which are honoured only with a list of ” cons 
but no “ pros.” 

There are one or two conoctions which the autlior may like 
to make in .subsequent editions. 'I’liere .seems to be Irish blood 
in this sentence (on p. 332) : ” If given time, any sound bank 
can readily pay its oidigations on demand. . . .” On p. 411 it 
is not quite accurate to say that the “ Board of Trade and com 
mittees appointed by it arc given wide powers to impose ])io- 
tectivc duties under the Safeguarding of Indu.stries Act of 1921.” 
On p. 410 “ consumption ” appears to be a misprint for “ pjo- 
duction.” 

Altogether this is a good book of its kind; but the kind is 
decidedly unattractive. If it is really used as a text-book whicli 
will be the starting-point for sermon.s by stimulating teachers it 
may be ver}^ useful. The danger is that the pupils may read tlie 
texts under a mistaken impression that they arc the sermons. 

Barbar.v Woottox 

Morley College^ 

London, 
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The Income Tax in Great Britain and the United States, By 

Harrison B. Spaulding. (P. S. King <fc Son. Pp. 320. 

12.5.) 

In this volume Dr. Spaulding provides an intensive com- 
parative study of the present-day working of the Income Tax in 
the two countj'ics. 

After devoting some tliirty pages to an outliiu' of legislation 
and the systems as they stand in relation to eaeli other, he pro- 
ceeds to describe and discuss sectionally tlieir application to the 
tax-paying body. Attention is given to such topics as Tax 
Rates, Bases oi Computation, 'lax Collection, Exempt Inconu', 
Double Taxation, and Treatment of Wasting Assets. The method 
employed is to give a detailed description, to which is joined a 
certain amount of economic analysis, but which is dominated 
nevertheless by careful attention to legal intricacies. This 
necessarily involves a liigldy specialised discussion of the tax 
considered per se, and in consequence there is no mention of such 
matters as comparative yields, and how these arc alTccted by 
changes in policy and rates. Nor, of course, is there a discussion 
of reasons actuating policy. Even so the discussion of national 
j)erspcctive in taxing would have been reinforced by information 
showing the relation of inconui to other taxes imposed by the two 
countries. Again, a chapter on the distribution of the income- 
tax burden, with particular reference to American conditions, 
would have provided a useful complement to the report of the 
Colwyn Committt‘o. 

Yet within its circumscribed limits, tlic work may profitably 
be consulted by those who wish for a detailed, comprehensive, 
and clear account which is supplementary to the general works on 
public finance, and to the special writings of Proh'ssor Seligman 
and others. It is valuable also as gathering together under one 
cover what is only otherwise accessible in scattered volumes and 
reports. In particular the splitting of the tax as between indi- 
viduals, partnerships, companies, and special contributors such 
as life insurance companies, although accompanied by needless 
repetition, is clearly set out. There arc also informative sections 
showing the more liberal treatment in i\merica of wasting assets ; 
the benefits of taxation at the source (as opposed to the more 
subjective and legally harassing American practice); and in 
vindication of the British policy of neglecting casual and capital 
gains. As Dr. Spaulding demonstrates, it is in this last respect 
that the two systems are most distinct : for while it is consistent 
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with Ainorican thought to view capital and aleatory gains in the 
light of their value in terms of income, yet the following out 
of this conception to its logical end is provocative of endless 
and wearisome complications. In addition these unmistakably 
obstruct equity, since it is administratively impossible to devise 
regulations covering all differences affecting individual cases, 
especially, for example, in respect of fair valuations. 

J. SVKKS 

University (^oUege, 

Exeter, 


Jj Organisation Permanente (hi Travail. By K. Maiiatm. (Paris : 

Libra ire Haehettc. Pp. 155.) 

The International Labour Organsiation whi(di was created by 
tlic Treaty of Versailles has raised up for itself a host of expositors, 
but none so well qualified as Professor Mahaim. Not only has 
he been intimately associated with its work from the beginning, 
but, as one of the special commission which advised the supermen 
of Paris, he was one of its original progenitors. Jf anyone, there- 
fore, is competent to tlirow light on the dark places of Part Nlil 
of the Treaty it is he, and in this book lie amply demonstrates 
this capacity. Undoubtedly Professor Mahaim lias written the 
authoritative book on his subject. It is one of those accomplish- 
ments of Latin precision which make Englishmen green w5th 
envy. There can scarcely be any point of real importance in his 
rather arid subject which it does not cover adequately. Yet it is 
never for a moment stodgy or uninteresting. The ek'gaiit and 
pellucid paragraphs flow serenely on, and it is not until the end 
of the chapter that we realise that we have been plunged in such 
minutiae as e.g. “ Le bureau de dactylographie, niultajrapke et 
EoneOj ** — and have not been bored ! 

But with all this it must be confessed that it leaves a certain 
sense of disappointment. Professor Mahaim has confined liimself 
severely to description. He nowhere seriously undertakes a 
critical evaluation either of the structure or functions of the 
organisation he is describing. No doubt this lay outside the 
scope of his intentions, but it is a work which badly needs doing. 
The machinery in itself may be excellent. But is it really 
appropriate to the tasks it has to perform ? Is there no over- 
lapping with other organisations ? Is no effort expended which 
could not be better utilised elsewhere? These are questions to 
which, perhaps, answers satisfactory to the friends of the present 
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organisation may readily be given, but it is well that they should 
be recognised and answered. Even the most friendly observer 
may feel a certain hesitation to conclude that no time is wasted, 
that nothing is redundant when, in Professor Mahaim’s own 
account of the jjroceedings of the sixth conference, he learns that 
a fourth of the programme was devoted to a discussion of the 
vtilisation (hs loisirs dcs iravailleurs ! ” What were the 
remarks of the (yhinese delegation on that occasion, one 
wonders ? 

Still more regrettable, when one considers the wealth of learning 
and experience which Professor Mahaim would have brought to 
his subject, is the absence of any consideration of the proper 
limitations — the proper extent is, perhaps, the more sympathetic 
term — of the functions of international labour legislation. In 
the past practical economists have always deemed it their duty 
to investigate the functions proper to national authorities. No 
doubt they did not always achieve conspicuous success in this 
direction — although here it is important to distinguish clearly 
what they actually said from what they are alleged to have said 
by modern commentators with a thesis to establish — still they 
made the attempt. Nowadays it is even more important that 
tlicy should devote some consideration to the functions proper to 
international authorities. No doubt there will be some who will 
regard it as desirable that such authorities should do everything, 
just as others will regard it as desirable that they should do 
nothing. But to those who do not range themselves whole- 
heartedly behind cither Mr. Cook or Sir Ernest Benn in matters of 
economic policy, it will probably seem likely that the truth is 
more complicated than this. And if this is so, then it is in the 
interests both of science and of true internationalism that more 
light should be brought to bear on the subject as soon as possible. 

Lionel Robbins 

New College^ 

Oxford, 


The Widening Retail Market and Consumerfi' Buying Habits. 
By Horace Secrist. (Chicago and New York : A. W. Shaw 
Co. Pp. vi -f 186. 1926.) 

This volume is a study of material collected by the Bureau of 
Business Research of the North-Western University, Chicago, 
in co-operation with students and instructors of a number of other 
Universities in the United States, with the object of avseertaining 
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how far modern advertising, easy means of transport, and exten- 
sion of buying opportunities, have oxteuded the areas which 
hitherto comprised tho retail markets surrounding important 
centres for the distribution of certain articles of general con- 
sumption. The special branch of retail trade selected for investi- 
gation was men’s tailoring and outfitting ; and the plan adopted 
for obtaining the information required was to collect from 2,413 
University students forms duly filled in under careful instruction 
setting out the facts concerning the purchase of their clothing and 
that of their fathers. The problem had previously been studied 
from the traders’ point of view, 'fables were then compiled 
designed to exhibit the extent to which purchasers bought else- 
where than in their own cities, as well as many other important 
factors bearing on the distribution of custom in respect of area. 
Tho conclusion is reached that competition now is “ a proposition 
involving towns and communities where it used to be an alTair 
between local stores,” and that “ the areas for retailtrading centres 
overlap, and such overlapping transmits competitive effort from 
district to district, thus linking up the country into a single 
market.” 

The interest of this competent work for students of economics 
in this country is twofold. In the first place it bears witness to 
the important position in American business of what is there 
called ” market anal3^sis,” and to the fact that as much serious 
and detailed study has jiow to be devoted to selling problems as 
to manufacturing problems. While there is no doubt that British 
business is inq)roving on the marketing side, and that large firms 
and industrial groups are beginning to do for themselves what is 
done in the United States by University Schools of Business 
Administration or Bureaux of Business Kescarch for all, we still 
have much leeway to make up and much hesitancy to shed in the 
sharing of informatioji Avith one another. It certainly would not 
be an easy matter in England to obtain facts of the kind so freely 
supplied b}^ American business men to research students in 
Economics. 

Again, studies such as this show ‘‘ in what way the tendencies 
in the market work out and how our statements of them need to 
be modified in view of the complexities and disturbances of actual 
life.” They are thus a reminder that tho utility, cost or sacrifice, 
and competition of the elementary text-books are only a basis for 
a first approximation to an understanding of the forces in the 
market — a fact that is often overlooked by our younger teachers, 
and the neglect of which gives such an impression of unreality to 
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pupils who are seeking to build up a science of business on a 
foundation of economic theory. 

J. G. S31ITH 

The University, 

Birmingham, 


The Economics of Small Holdings. By EnoAU Thomas. (Cam- 
bridge University Press. Pp. ix -|- 132. is. ikl. net.) 

WjfEN considering this little Avork it is necessary to bear in 
mind the qualifying sub-lit le, which describes it as “ A Study 
based on a Survey of Small-scah^ Farming in ('Virmartlierishire.'” 
Chiriously enough, in tlie preface, Mr. 0. S. Orwin has to complain 
that the misleading title of a previous publication on the same 
subject by another member of the Oxford Agricultural Economics 
Research Institute conveyed a false impression, with the reverse 
result that a wido-nung inquiry was <Icemed to bo merely of local 
importance. Mr. Thomas is to bo congratulated upon the capable 
manner in which he has carried through his investigation of an 
area not remarkable in any way for its homc>gcneity and ])y no 
means insignificant in size. His material is almost wholly social 
and statistical, and his interests lie in tlio present rather than in 
the past. Tlius, prol^lems connected with tlu^ distribution of 
farms, their method of tenure, the previems occupations of their 
holders, their lay-out and the iinaneiul rc'sults obtaining pre- 
dominate. Any one familiar with the intricacies of costing 
agricultural undertakings will turn with particular interest to 
those sections where an attempt is made to assess the value of a 
smallholder’s own labour and that of his family. “ Wages per 
unit of labour’' (the latter having been converted into “men 
equivalents ”) are here shown in their relationship to the various 
types of farm, and the clfect of size, soil, climate and altitude is 
demonstrated. Whilst, of course, nothing is “ proved,” the results 
are decidedly interesting, and, if the actual number of fully 
investigated samples is necessarily .^mall, the preliminary work 
wag extremely thorough, for Mr. TJiomas examined all the rate- 
books of the county in order to compare their contents with the 
figures contained in the Ministry of Agriculture’s Statistical 
Meports; personal inquiry Ava.s also pursued when the sociological 
aspects of the inquiry were under investigation. The final 
summary reveals the author to bo in possession of a well-balanced 
judgment and immune from the danger of hasty generalisation, 
lie ig wisely content to point out certain apparent tendencies, 
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thus, in efTect, leaving the data he has collected to form a not 
unimportant part of the mass of material which, in a decade or so, 
will be available for a thorough study of the rural economy of 
these Islands. 

The aupplcnicntary evidence, adduced from certain continental 
sources, adds to the value of the book, which is well written, and, 
needless to say, v/ell got up, being provided with a list of references 
and an index. It is in the former section that the only obvious 
mistake can be found, for, under the heading “ Switzerland,” is 
placed the Helsingfors publication Smabrnket i Skarulinavien. 

J. A. Venn 


Capitalism is Socialism : an Industrial System of Political 
Economy. By J. Taylor Peddie. With a Foreword by 
Gilbert C. Vyle. (Longmans. 1020. Pp. xxi f 330. 
7.9. 6d.) 

As far as I can discover, there is no connection between the 
title of this book and its contents. Nowhere has the autljor 
attempted to prove that Capitalism is Socialism — even “ with 
economic adjustments.” In his Preface he states that ho has 
“ developed an industrial economic system as opposed to the 
classical,” and this he certainly has done, though his system is 
not particularly new. The book is really a vigorously written 
plea for Protection. The author, however, seems to be aware 
that the word is somewliat out of fashion at the moment, ami 
he describes what he wants as “a s^^stem of national economy.” 
This is to be coupled with mass production, which he very oddly 
calls “the theory of quantity production.” The argument is an 
old one : protective duties all round, with much more Imperial 
Preference. Mass production will then be made possible. Mass 
production means lower ])rices. This means the foreigner pays, 
and so all will be well. 

The book is almost entirely formless; it rambles on from 
subject to subject without any apparent reason for their order of 
treatment — or for treating some of them at all. For instance, 
after a chapter on the National and International Division of 
Labour, Mr. Peddie without any warning plunges into a discus- 
sion of the Proposed Levy on Capital in France. But, before he 
is half-way through this chapter, he has glided off to the rights 
and wrongs of the repayment of our debt to the United States. 
Then follow chapters on the Growth of Capitalism in America, 
the Growth of Credit in America and its Limitation in Great 
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Britain, tho Need for a Prosperous Agricultural Industry and 
Stabilisation of Price’s, and the I^aw of Suppl}'’ and Demand. 
Ihcn comes ci chapter of seventy pages on the Quantity Theory 
of Money. Ihe quantity theory of money is variously described 
as a vast hoax and gigantic swindle,’' “ a wonderful scheme,” 
and “ a device.” It is also said not to exist at all. The law of 
supply and demand, too, is “ a vast lioax and a gigantic swindle,” 
and there is no such thing. 

Mr. Peddie is wearisomely ditTuse, and he lias a tiresome habit 
of repeating ad nauHtam such phrases as ” United we stand, divided 
we fall “ Profits arc the reward of enterprise, and loss is the 
penalty of failure”; All things that exist were born in con- 
ception.” This last somehow sounds almost improper, but 
perhaps I have not here quite grasped Mr. Pcddic’s meaning. 

H. Saxderson Furxiss 

Livelihood : Papers on the Studp of flie Eeonomic Factor, for Social 
Science Shideyds. By .f. Alexander Ounn, Professor in the 
University of Melbourne. (Melbourne : Massina Sc Co, 
1927. Pp. 232. 10.s\ 6^/.) 

Tjits volume contains the second part of a work which is to 
be entitled Unman Society; the other sections have apparently 
not yet been published. Livelihood is in ])art an elementary 
economic text-book, written on somewhat old-fashioned lines, 
the first three chapters covering »Seopo and Method, Value, 
Production and Distribution. Chapters IV^ V and VI deal with 
Trade Unions, Trusts, ProU'ction, Unemployment, Insurance, 
Money, Shares and Taxes — a somewhat curious jumble of subjects. 
Chapter VII (which comprises oiKj-fifth of tlie whole book) dis- 
cusses Contemporary Economic Movements, beginning with 
Socialism and ending with the International Labour Oflice. 

It will be seen from this outline that tlu*. arrangement is 
decidedly chaotic. This, iiowcver, may bo partly duo to the 
origin of the book. It w'as built up on that very insecure founda- 
tion — courses of lectures (delivered to Professor Cunn’s students 
in Melbourne), and was first issued in the form of pamphlets. 
The pamphlets may possibly have been of some us(i to Professor 
Gunn's students, but his wisdom in accepting the suggestion that 
he should bring them out in book form may be doubted. And 
what a book form it is ! Miserably printed, horridly got up, and 
expensive. And all it contains is already easily accessible in 
numerous well-known text-books. 

There is nothing very much to object to in Professor Gunn’s 
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statement of economic facts and theories, though many of his 
statements are, perhaps of necessity, so much condensed that 
they often contain little more than half-truths. The author 
could perhaps hardly bo expected to treat satisfactorily the 
difficult subjects of Money, Banking and Credit in thirteen pages. 
Nor can Taxation bo very thoroughly discussed in twenty-two 
pages, especially if five of them are devoted for some unexplained 
reason to the “ Payment of Non-Commercial Workers,” and 
another eight to the Capital Levy. 

If the pamphlets had been more carefully revised before they 
were reproduced in this form, a good deal of repetition would 
have been avoided. Chapter Vf, for instance, contains almost 
word for word several passages which appear in C^haptc'i* IT. 
'The book is in places very carelessly written, and is so badly 
punctuated as sometimes to make it difficult to be certain that 
the author’s meaning has been grasped. As an example I quote 
the following, with reference to Godin’s well-known profit-sharing 
scheme at Guise : After the signing of the armistice at Guise, 
the shade of old Pere [sic] (Jodin seemed to recall the world back 
from war to peace ” (p. 209). Professor Gunn in his first chapter 
insists on the importance of impartiality on the part of economists. 
But ho by no means follows this precei^t himself. The book is 
full of his owm opinions on the actions of the well-to-do and of 
the workers, on capitalism and socialism, to take only a few 
examples. Some of his criticisms are to the point, others some- 
what superficial. The educational value of the book would have 
been enhanced had its readcTs been left more free to form their 
own opinions. The excellent bibliographies at the end of eacli 
cdiapter should be very useful. 

Economics has reached a stage when it is doubtful whether a 
really satisfactory small text-book covering the whole ground can 
be written. Certainly this attempt is not a very great success. 

II . H A N n KRSON F l ' RXTSS 


Democracy under Revision. By H. G. Wells. A Lecture de- 
livered at the Sorbonne on March 15, 1027. (The IfogartJi 
Press. 1927. Pp. 47. 26\) 

There is not very much in this lecture whic!< wii’ >e of interest 
to economists qud economists. The economics is, in fact, con- 
fined to one or two criticisms of Socialism and of the Distributive 
State, to pointing out that Big Business is inconsistent with 
Democracy, to urging the necessity for a stable money basis 
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of world-wide valiclity,” and to an insistence on the importance 
of establishing “ enough political unity to control and direct the 
distril)ution of raw products, einployinent and manufactured 
goods about the earth.” 

Mr. Wells’s main thesis is “that we arc in the beginning of 
an age wJiose broad characteristics may be conveyed some day by 
calling it the Age of Democracy under Devision.” “ The magic,” 
he thinks, “ has gone out of the inetliod of government by general 
elections.” As to tlie future, ho asks, “ Wliat is there to prevent 
a great politico-religious drive for social and uorld unity taking 
hold every wIk'io of tli(^ active and adventurous minority of man- 
kind — that is to say, of all mankind that matters — even quite 
soon ? ” 

By Democi'acy Mr. Wells suggests is meant, morally, that 
“ All human beings arc of e([ual value in the sight of (iod, or 
legally, All men are ('qua I befm'c tlio law, or practically, One 
man’s money is as good a.s another’s.” Like many other critics 
of Democracy, Mr. Wells does not s(‘em to have asked himself 
wlu'thcr anywlu’rc or at any time a Democracy has been estab- 
lished which fullils these conditions. May there not be some- 
1 lung to be said for trying to realise true Democracy before setting 
out on the task of revision ? 

H. Handkhson Fuunlss 

Capital for Labour, liy W. Buaxcjs Lloyd and Bertram Austin. 

(Fisher Unwin. 1927. Fp. 142. ID. (W.) 

Tiils book, by the authors of The Secret of High WageSy 
reviewed in the Journal for September 192(5, is introcluc(al with 
appreciative forewords by a representative both of Fa pita 1 and of 
Labour — Mr. \V. L. llicliens and i\lr. Arthur Pugh. There are 
two prevalent views with regard to the future of whnt, for want 
of a better name, is known as Fapitalism. Oil the one hand, it 
is maintained that Caj:>italism has bec'ii found wanting and has 
liroken down, and tliat it mu.st therefore be replaced by some 
other system. On tlie other hand, it is held — and this vi(nv is 
strongly sup])orted by the authors - that (.'apitalism must bo 
conserved and d('V('Ioj>e(i. The w riters believe that “ we have 
now arrived at tlie greatest i‘conomic crisis in our history ” 
(p. 18), and the earlier chapters are devoted to proving that 
both our industry and commerce are in a very bad way 
indeed. 

Chapter I contains on the whole a good review of the industrial 
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situation, though one which is somewhat exaggerated and over- 
alarmist. Tables giving in percentages the comparative increases 
in the exports of various countries, even when they show that 
the exports of otlier countries have increased faster than our 
own, by no means tell the whole story as to the relative prosperity 
of the countries compared. For instance, there is no reason for 
becoming agitated Ijocause the exports of Czecho-Slovakia, 
which Jieads the table, have increased by no less than 53 per 
cent, in the three years 1923 to 1925. But apart from this, the 
considrration of exports alone docs not go far towards helping 
to form a valid judgment. Nor can figures showing the increase 
of imports be taken as satisfactory evidence of the decline of 
industry w ithout reference to many other sets of facts. Indeed, 
the book contains many sweeping generalisations which often 
contain even less than half-truths, and these are often made to 
carry much more than they will l)ear. I quote the following as 
examples. “ It is possible to reduce prices, raise wages, and 
actually improve quality at the same time ” (p. 115). This can 
no doubt be done in some eases, but surely not in all. “ If we 
could compete successfully with imported manufactures wo would 
increase our home market by no loss than 30 per cent.” (p. 120). 
Would we? “ Jf the 12,000,000 w^orkers of this country were 
each able to spend 5.?. a week more, the sales in our home market 
would be increased by no h'ss than £3,000,000 a week ” (p. 120). 
Possibly, but all the other results of such a change in the dis- 
Iribiilion of income arc entirely ignored. “ It must never Ix^ 
forgotten that in the early days of industry the worker always 
iiad the choice of fending for himself or becoming an employee of 
another master ” (p. 57). To adapt a remark of Carlyle’s on 
Tlousseau’s Social Contract, “ the date of those ‘ early days ’ is 
not fixed by Mr. Lloyd and Mr. Austin.” Whether the following 
contains a half-truth or not I am unable to decide : “ In th(' 
Ih’itisli iron and steel industry . . . with one exception there 
has only been one strike in tlic last forty years ” (p. 109). 

The authors have an ijiteresting chapter on “A Director's 
Responsibility,” in which the choice of directors and managers 
is discussed. They rightly point out “ that the w'ell-bcing and 
even the livelihood of thousands of workers and shareholders in 
Great Britain arc entirely in the hands of j^ersons who arc not 
the best qualified for such positions of trust ” (p. 52). They 
suggest that shareholders might play a larger part in the choice 
of directors. The shareholders are to “ overhaul their boards of 
directors, eliminating the unqualified once for all, and without 
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foar or favour ” (p. 50). This is excellent, but how are they 
to do it ? 

I am afraid Mr. Lloyd and Mr. Austin are over-optimistic 
with regard to many of their projects. Their main hope for the 
future seems to lie in turning every worker into a capitalist, and 
this is to be accomplished by means of profit-sharing coupled 
with payment by results, on which last great stress is laid, though 
“ payment by results without profit-sharing denies the worker a 
deferred reward to which lie is in equity entitled ” (p. 79). The 
difficulties of applying the jirinciple of payment by results 
throughout industry do not seem to be fully appreciated. In 
( 'hapter IV a somewhat elaborate profit-sharing scheme is out- 
lined, by means of which it is claimed that, if all went well, the 
workers could before long obtain complete control of their indus- 
tries. The scheme is ingenious, though not entirely new, anrl it 
might work if those concerned were willing to work it; and 
there are a great many other “ ifs ” to be got over. Mr. Idoyd 
and Mr. Austin arc not in favour of what they term “ paternalistic 
profit-sharing,” that is, profit-sharing of the ordinary type. 

While the (luthors are anxious to conserve and develop 
Capitalism, they arc fully alive to its weaknesses on the side of 
both Capital and Labour. ]<^or instance, they criticise both 
employers and employed for the practice of “ ca’ canny.” They 
also realise and sympathise with the causes of Labour’s discontent. 
They appear to me to bo unduly pessimistic as to the present, 
and over-optimistic with regard to the realisation of llie future 
as they see it. However, one cannot but admire the vigour and 
enthusiasm with which the book is written. Its keynote is more 
energy and a greater spirit of advent ure in industry. This all 
must wisli to see, but surely Mr. Lloyd and Mr. Austin cannot 
really mean what they say when tlu'y write : “ (’ommercc, lei 
us hope, is the only great adventure left to inuii ” (p. 35). If 
they do, and if the}^ are right, the world is going to be a very dull 
place indeed. 

H. 8AXDEKSOX FuRNLSS 


The Road to Prosperity. Hy Sir Ceohoe Paisjl With a lore- 
word by Sir Josiah Stamp. (Loiulon : Ernest Bcnii. 
1927. Pp. vii -|- 154. Svo. Ov. net.) 

Sir George Paish’s compact survey of the economic situa- 
tion of most of the chief nations of the world in this little book 
is authoritative and opportune. A ” general review,” as Sir 
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Josiah Stamp points out in a “ Foreword ” characteristically 
acute and pithy, is followed by separate reckonings for the 
various belligerents in the recent war, and “ then, after an 
exaniiiKition of the Plea,” lately signed and issued, .bearing 
several inllucntial names coming from many countries, “ methods 
of remedy are put forward.” In the review and succeeding 
computations, though the figures arc formidably grave, and 
have been got and are Iiaiidled by a statistician of deserved 
credit and long and wide expcirience, it may seem to some that 
{Sir Ceorge ‘‘ ]hles on the agony”; and it is to be noted that 
Britain still, ho estimates, has not inconsiderable, though much 
diminislied, foreign investment, lie is not, however, entirely 
jDOSsimistio. lie commends our own early ))ol(l action in return- 
ing to the gold standard and praises our prompt proud funding 
of our indebtedness to tlio United {States; and, similaily, he 
gives appropriate emphasis and warm approv^al to the accept- 
ance by Germany of the Dawes plan. And pcrhai)S the chic^C 
novelty and main vorth of the calculations made from his arrest- 
ing balance-sheets are to be discovered in his (careful diserimination 
between the experience and destinies of dilfercuit eountrics. A 
bright future for IWand, for exam])I(i, is not unlikely; Uussia 
is in reality self-sulhcing, and no right judgment can be formed 
or trustworthy forecast made unless distinction is drawn, for 
instance, between Belgium and France, and Germany and Groat 
Britain. Hiich attention to particulars imparts assurance to a 
general view, and allows us to endorse Sir Josiah’s tribute to 
Sir (jleorge’s capacity for “ seeing the wood without climbing 
tlio trees,” though, probably,” the introducer adds, ” no 
fellow-economist would subscribe to every single statement of 
fact ” nor endorse every emphasis or sii[)port every detailed 
remedy.” 

When wc turn to remedies, as the book is prompted by, and 
designed to hmd assistance to, the ‘’so-called Bankers’ Mani- 
festo,” wc should ex[)ect to lind special stress laid on protective 
tariffs among those “ restrictions upon European trade ” for the 
removal of which the plea was made. Sir George himself would 
not, wc suppose, question the ‘‘ soft imi)cachment ” that ho is 
a “ convinced free-trader ” ; and the parallel drawn between the 
“ manifesto ” and the historic “ Petition of the Merchants of 
London ” of 1820 did not recommend it in some quarters. But 
many, if not most, “ tariff reformers ” would concede that tariffs 
may be both excessive and inopportune, and would declare that 
a large area within which free trade obtains is preferable to a 
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smaller. It is a matter of common admission that a melancholy 
sequel has shown that the broaking-up of Austria by the peace 
treaty, politically obligatory as it may have seemed or been, 
brought €% calamitous economic consequence in j)ormitting or 
encouraging hostile tariJfs impeding commerce between the 
severed sections of what was before a single whole — a region 
without internal barriers wherein trade freely went on. 

It should bo added tliat 8ir George Paish admits also variety 
to his medicine chest as he discriminates in his diagnosis of 
disease, lie exhibits the need and demonstrates the oppor- 
tunities of raihvay construction, and he liandl(*s in th(>. sane 
tenipcT and strong posture w'c should wish the vexatious prob- 
lems of debt solution and reparations. It i.s j)erti]ient and 
instructive to [)ress, with him, in these connections, the essential 
unlikeiiess of the return from the iim^stment of capital ifi pro- 
ductive enterprise to the discharge uf indebtenlness oj’ payment 
of reparation on account of wealtli that has been wasted or 
destroyed. Phis pregnant consideration must or should through- 
out bo kept in mind. Wc feel nevertheh'ss that lie is “ ])ntting 
the cart before the horse ” when lu; proj)oses that Great Britain 
should act indepeiidontly in cancelling the debts owing to her, 
and that it would be an additional advantage if the United 
States followed the example. Xo doubt Sir Josiali Stamp 
sets rightly in the front as the lirst of thrc'e factors “ dominating 
the international situation,” the question whether “ America 
wall go on indeliiiitcly exchanging real wealth for ])romises, in a 
ledger, of real w'oalth to bo paid back after the cj’aek of doom,” 
and happily there arc distinguished Transatlantic economists 
who have not approved of the pose and policy of their Govern- 
ment in debt-reimbursement. We need have no hesitation in 
concluding that the verdict uf liistory will not be indulgent to 
the assumption of the role of Shylock, or of Brutus, by our 
American cousins whatever justifications may be now^ advanced. 
Economically infelicitous, that part seems to us morally ilisgust- 
ing, and the cloud of incriminating witnesses increases day- 
by-day. 

L. L. Price 

Towards Industrial Recovery, By Hugh Quigley. (Methuen, 
1927. Pp. 101. 4s. 6d.) 

This book may be called a study in post-war ccmipctition. 
It attempts to estimate the influence on the relations of the 
No. 148. — VOL. XXXVII. XX 
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chief European competitors — ^principally France, Germany and 
Great Britain — of the main events of post-war economic and 
political policies. The author begins by describing the course 
of British financial policy since the publication of the Cunliffe 
Report ; to this policy he ascribes much importance and takes 
great exception. From Britain ho passes to the Continent and 
sketches the industrial aspects of the history of the Ruhr invasion 
and the introduction of the Dawes plan, bringing together some 
useful statistics as to the recent development of German industry. 
Succeeding chapters deal with the rapid industrial expansion 
which has been taking place in France and the strengthening of 
the ties between French and Belgian heavy industry. 

The purpose of the book is, naturally, to inquire what are 
the conditions precedent to successful British competition. The 
author’s answer, sketched in the last chapter, is, chiefly, closer 
horizontal combination by the formation of trusts or central 
selling and purchasing agencies, closer association of finance and 
industry and the establishment of a council like the German 
Rcichswirtschaftsrat. But whether or no these are the right 
lines upon which to proceed, it is difficult to say that Mr. Quigley 
really makes out his case. He is, for instance, a groat disbeliever 
in vertical, as opposed to horizontal, combination; but his 
objections appear to rest only on the ground that vertical com- 
binations flourished in (jcrmany during the period of inflation 
and have fallen to pieces thereafter, and that some vertical 
combinations established during or immediately after the war in 
this country have since shed certain of their members. Instances 
are given of vertical combinations which have thus dissolved, 
but little is said either to discover the reason for this or to estimate 
the importance of these instances in relation to the whole extent 
of the industries cemcerned. 

Indeed Mr. Quigley’s view seems occasionally to be curiously 
inverted, a fact which raises a doubt whether he has adequately 
thought out his underlying j)rinciples. Wo learn, for instance, 
that “ Lorraine and Luxembourg are areas dependent on demand 
from a much greater market outside of them.” They are. The 
problem is to create and maintain “ a strong source of demand 
for such a surplus,” which, we arc told, Germany did in old days 
by linking up these areas with the Ruhr. But now, argues Mr. 
Quigley, “ if Lorraine and Luxembourg were removed from 
German jurisdiction, then the problem, as far as Germany was 
concerned, was greatly simplified; the })roductive capacity of 
the Ruhr alone could be extended. . . . The Ruhr as a great 
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iron and steel producing area was bound to derive considerable 
advantages from the disappearance of Lorraine.” AVliich being 
interpreted seems to mean that, instead of attempting to develop 
the Ruhr heavy industries to compensate for her grave losses in 
Lorraine and Luxemburg, Germany is thankful to be rid of the 
latter areas with their unmarketable output in order to be free 
to concentrate upon the Ruhr, whose development possession of 
those areas had made impossible. Surely something is upside 
down here ? 

On the Dawes plan also the author has some rather curious 
views. His general attitude seems to be that the effect of the 
scheme has been to give a great stimulus to the organisation of 
German industry, and to increase her competitive power, which 
indeed may be the case. But it is a little difficult to follow how 
the issue of the industrial debentures, forming part of the plan, 
“ represented a direct financing of German industry by the State 
to the tune of £250,000,000.” 

This book, in fact, while it contains some useful and illustrative 
facts, does not seem to have a sufficiently definite and consistent 
argument resting upon a sufficiently comprehensive survey for 
the reader to get the most out of such facts. The weakness is 
particularly marked in a chapter on Industrial Fluctuations, 
which consists largely of a list of quotations from the works of 
eminent economists on the subject, such as might bo transcribed 
from a student’s notebook. 

Barbara Wootton 

English Local Government. VII. English Poor T.aiv History. 

Part I. The Old Poor Law. By Stdnev and BeatrK’E 

Webb. (Longmans, Green and Co. 1027. 2hv. net.) 

There exists no adequate history of the English Poor T.<aw. 
Indeed, the necessary materials for such a history have been only 
to a small extent collated or even dug out of old parish and court 
records. It is easy enough to write, as 8ir George Nichols wrote, 
what is virtually a history of the various Acts of Parliament 
relating to poor relief, and of the various projects of reformers. 
But this, as Mr. and ]\lrs. Webb point out, is a very different thing 
from a history of the Poor Law itself ; for, except for a brief period 
mainly in the early seventeenth century, Poor Law administration 
remained constantly, up to 1834, in the hands of a huge number of 
almost wholly unco-ordinated local bodies, and its actual working 
can only be estimated by a study of their doings. This is what 
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Mr. and Mrs. Webb, with the materials they have been able to 
make available, liavo attempted in this volume — on the whole, 
with very successful results. They do present a picture, such as 
no one has presented ])efore, of the actual working of the I’oor 
Ijuw system between the collapse of the early Stuart attempt at 
centralisation and the now central control instituted by Chadwick 
and his friends in 1834. 

The book, indeed, goes back much further than this; and its 
account of the experiment of the early sevr'iiteenth century is 
one of the best things in it. Its account of the Poor Laws up to 
the end of Elizabeth’s reign is by comparison scrappy — indeed, 
the authors only pretend to deal wdth the earlier period in a slighter 
and more introductory w'ay. When tliey g(d. past the period of 
the Civil ^Var, into the period of unfettered local control by the 
squirearchy, they abandon for the most part the chronological 
tncdliod of treatf))ent and write less a liistory than a general 
essay on the methods of poor relief during the following two 
centuries. This essay is excellent in itself ; but the effect of it is 
to obscure the lines of historical development, and, in particular, 
to disguise the effects of changing economic conditions on the 
fluctuations of Poor Law policy. There is too little here cither of 
general historical background or of appreciation of the inter- 
working of economic and political factors. For example, the 
effects of the great growth of the “ domestic system ” in the late 
seventeenth century, and of the Napoleoni(; W'ars fr’om 1711.3 are 
largely obsemred by the method of treatment which Mr. and .Mrs. 
AW'bb have chosen to adopt. 3 his leads to some curious results. 
Thus, it is hardly legitimate to quote, and draw inference's from, 
the figures of Poor Law expenditure in the late eighteenth and 
early nineteenth centuries (jd. 154), without any accompanying 
reference to the huge price fluctuations of the period. Nor is it 
even correct to attribute the rise in prices, when it is mentioned 
elsewhere (p. 172), mainly to bad harvests, or to refer to the 
growth of Outdoor Pelieff in the industrial districts from tlie lat('r 
seventeenth century without relating it to tJic growth of 
“ domestic ” production for a fluctuating foreign market. 

These criticisms, however, are not meant to detract from the 
real excellence of Mr. and Mrs. Webb’s book, which is immeasurably 
superior to anything that has been written before about Poor La>v 
history. Its greatest merit is that it makes sense. The authors 
sliow the State s care for the problem of the poor as arising, save 
to a limited extent in the early seventeenth century, not from any 
secularisation of the mediaeval ideal of Christian charity, but from 
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the desire and necessity for the “ removal of a nuisance ” whieli 
threatened the order and due subordination of the realm. T'his 
appears especially in the treatment of “ vagrancy ” and in the hiw 
of settlement — on which .Afr. and Mrs. \\ ebb have really admirable 
chapters ; but it also runs through the entire local administration, 
only tinged with a growing luimanitarianism as the eighteenth 
century advane(‘s. 

It is, on the whoI(', a gloomy and savage picture of “ man’s 
inhumanity to man ’ that Mr. and Mrs. Webb an^ compelled to 
draw. But no oiie can (piestion its sul)stantial accuracy, or tlie 
care with vliioh the available material has been coliateil and 
evaluated. We have now, if not an adequate history of the Poor 
Jiaws, which can hardly be written until far more work has been 
done upon tlui local records, at any rate a brilliant and convincing 
essay which (‘mbodics an enormous amount of well-digested 
information. Tlu* second volume, carrying the record from 1834 
to th(^ ])resent day, will be eagerly looked for. The “ New Poor 
J^aw ” of 1834 was in its administration essentially dilTe?-ent from 
th(^ old. Ilow' dillerent was it in its underlying ideas ? Did not 
Chadwick, do not most Guardians even to-day, tend to regard the 
poor ratiier as a “ nuisance ” to bo removed than as the sign of a 
social disease demanding wider measures for its prevention ? 

G. D. H. Cole 

University College, 

Oxford. 


L(dmir Migrufion in England, 1800-1850. Py Autiiur Pedford, 
M.A., Ph.D. (Alanchcster University Press. 1920. Pp. 
\vi |- 174. 15,s*.) 

Tuts book has grown out of a thesis submitted for a Ph.D. 
degree, and from some points of view it has perhaps suhered by 
its origin. It is a learned work, detailed, and packed with 
references. But it is not attractive from a literary point of view, 
and in fact it is ratlier dull rcadijig — though this iTnj)ression may, 
of course, be due to some defect in the reviewer. If the object 
of historical study be to throw light on the present and to provide 
some guidance for the future, the book is not particidarly success- 
ful, for the author’s comments on the results of his research are 
very rare, and he hardly ever brings out the bearing of his subject 
upon the social liistory even of the fifty-year period lie is studying, 
or its relation to other branches of knowledge. One is continually 
inclined to ask, What is the point of it all ? In the chapter on 
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emigration, for instance, he points out that some study of overseas 
emigration is necessary as a background to the study of internal 
migration. But he never makes clear the bearing of the one upon 
the other, except in the case of the Irish, for whom assisted 
emigration was provided to prevent them from migrating to 
England. Again, he says that the study of migration “ becomes 
a key to the understanding of many problems which remain 
obscure so long as the factor of human mobility is left out of 
account ” (p. vi). But it never becomes very clear what these 
problems are. 

These defects are too common to pieces of research prepared 
as theses for degrees, and it is a pity that work of this kind is so 
often unattractive and so lacking in suggestiveness. The author 
might say that he was only providing a quarry of information in 
which others could dig, and as a collection of information and a 
piece of research the book is admirable. Dr. Bedford appears to 
have made good use of an enormous mass of material, and the 
work must have caused him an immense amount of rather 
tedious labour. The statistical maps are excellent. It might be 
wished that the study could have been carried further, for thcrc^ 
seems no good reason for stopping at 1850. 

The main points which the author brings out as illustrated by 
the history of migration are that the changes brought about by 
the so-called Industrial Revolution were evolutionary in character 
and slow, which is now fairly obvious, and that there was no 
movement of population on a large scale from the south and 
east to the north and west, as is sometimes vaguely imagintMl. 
The movement to the manufacturing centres, Dr. Bedford points 
out, was from short distances, and it diminished in volume witli 
the increase of distance, while a large part of the migration from 
the south and east was absorbed in London. These conclusions 
seem to have been very well foreshadowed by Marshall in a 
passage in his Money, Credit and Commerce, quoted by the autlna* 
at the end of the last chapter (p. 164). 

I doubt very much whether the author is right in thinking that 
the migratory instinct is as strong among men and beasts as 
among the birds of the air (p. 1). At any rate, the amount of 
migration which ho describes as taking place in the first half of 
the nineteenth century hardly seems to support his opinion. 

H. Sanderson Furniss 
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Siaat Rechi vnd Freiheit. By Hugo Preuss. (Tiibingen : 

J. C, B. Mohr. Pp. vii -f 588.) 

Hugo Preuss was primarily a historian with his interest 
centred in constitutional and administrative systems ; but being 
a historian with one eye always on the pre.sent, he was necessarily 
also a practical politician — a politician of the critical but con- 
structive type. He criticised from a background of historical 
knowledge, but he constructed with a clear understanding of what 
might or might not be practicable in the present. This mis- 
cellaneous collection of articles and speeches, republished after his 
death by his widow, illustrates the kind of man he was. In 
articles ranging over a period of seventeen years, including those 
of the War, we find him, undaunted, pressing again and again 
with reasoned emphasis for what he held to be the fundamental 
necessity of the (lerman State, namely I'cform of internal and 
local administration, especially in Prussia. Prussia is the crux 
of the matter, and in the latest article on this subject (published 
in October, 1925, entitled “ Germany and Prussian Administrative 
Reform ”) he is appealing to Prussia to help towards making 
national unity secure by bringing her system of local administra- 
tion into accord with the fundamental reconstruction of her State 
constitution. It is the relations between local and central 
government that interest him especially. He wants democracy, 
but the State as a whole cannot bo truly democratic without a 
basis of democratic, responsible local government. The munici- 
palities and communal authorities should be given more responsi- 
bility, and be relieved from the incubus of local bureaucratic 
authority acting parallel to their own. As long ago as 1808, the 
date of the famous Prussian StadteordnuTKj , the idea of building up 
a democratic State out of the self-government of local bodies 
existed, but it failed to bear fruit. In 1848 a democratic clement 
was superimposed upon the Prussian State at the top, but local 
administration was left in a condition which was characterised as 
being “ half unfinished building and half already ruins.” But in 
1925 Preuss could still point out that the two incompatibles — 
democratic local communities and bureaucratic local administra- 
tion controlled from above — were still loft standing, as at the 
beginning of the nineteenth century, “ in unsolved disharmony 
side by side and opposed to each other.” This article, read in 
conjunction with earlier writings on the same subject, reveals 
how profoundly disappointed ITeuss must have been when the 
upheaval of 1919 failed to result, within his lifetime, in any 
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funclame!ital reform of this antiquated system. He was more 
fortunate as regards the Weimar Constitution itself. Although 
in many res[)e(;ts it did nob follow the lines he recommended, yet 
he had tlie satisfaction of using his knowledge and exercising his 
influence in tlie creat ion of the new Constitution, which, whatever 
its defects, was certainly, from Preuss’ point of view, a great 
improvement on the old one. Although a Liberal and a critic of 
socialistic llicory, he was no enemy of the socialists, and Ebert 
could call upon him to helj) in the work of constitutional recon- 
struction. In the fateful days of November 19J8 it must have 
been something of a triumph to be able to produce from his study 
drawer a ready-made draft constitution drawn up in 1917, which 
could soon bo remodelled to suit the altered circumstances. This 
draft of 1917 is published here for the first time. The volume also 
contains Preuss’ memorandum on the general articles of the draft 
constitution of January 3, 1919, and his speech in defence of those 
articles before the National Assembly the following month. 
Students of the Corman Constitution and the controversies in 
connection with it will bo interested also in the articles reprinted 
under the headiiig “ The Work of W'cimar,” beginning with one 
published only three days before the Armistice, appealing for a 
“People’s State” (V olh'istaal) and not a “ per vcu'tcd Autliori- 
tarian State ” (rerkehrte Ohriijke.it.'isinn!), The (.‘ollection f)f 
articles entitled “ During the War ” will perhaps bo of greatest 
interest to ps^^chologists. At the moment of collapse (October 
26, 1918) Preuss is appealing to readers of the NorddeHli<rhe 
Allgemeine Zeiitififj to keep Iheir heads and to be thinking about 
the best means of improvising a rlemocratic parliamentary system. 
A week b^Jorc, in an address to the Commercial High School of 
Berlin, he is pointing out how the great development of inter- 
nationalism in the years preceding the War, had itsedf been a 
cause of intensifying the War and discussing the possibilities of a 
League of Nations. In 1917 ho was writing on the possibility of 
establishing a democratic and parliamentary form of Covernment 
for Germany, and in 19 IG ho was discussing in the I nternatlonnlf! 
Rundschau po])uIar beliefs as to the origin of the War. He was 
also writing during the War on liis favourite topic of administra- 
tive reform, but these articles are grouped in a cha])ter to them- 
selves regardless of tlieir date. For students of constitutional and 
administrative systems it would have been more convenient if 
Preuss’ writings on those subjects, including those concerned with 
the Weimar Constitution, could have been collected in a smaller 
book. But the volume as a whole, together with Dr. Theodor 
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Heiiss’ introduction, is not intended as a book for students ; it is 
a contribution towards the biography of a man who, witliout any 
great political following, w\as yet called upon, in a time of greatest 
need, to apply his talents and his knowledge to thc^ service of liis 
country and to exert an important inliuence u[)on its history. 

8. Sanger 


La Vie ilcoymmique de la France sons la Monarchic Censitaire, 

1815-1848. Par Henri See. (Paris : Jabrairc Felix Alcan. 

1927. Pp. 101. 20//-.) 

Professor Henri See has, for the most part, conlined his 
attention in the past to the economic history of Franco prior to the 
Revolution and to regional studies of Brittany. He now oilers 
ns a provisional survey of the first half of the nineteenth century 
in the hope that it will encourage others to undertake the research 
necessary to enlarge our present knowledge of the period. Two 
chapters are devoted to the developments in agriculture and 
industry, one to social conditions, om^ to the growth of working- 
class organisations, and a final one to improvenK'iits in the means 
of communication, the extension of foreign trade, and the growth 
of credit facilities. A useful bibliograpliy is appended. 

If the chapters are set side by side it becomes clear that there 
was comparatively little economic progress in Franco under 
the Restoration. In agriculture, although the Revolution had 
effected a redistribution of pro]>erty, it had made slight im])ression 
on the methods of cultivation. Figures ar(‘ given, indeed, to show 
that the redistribution of propc'rty was not so romplctc as is 
.• ometimes supposed (p, 15) ; large estates wore still important, 
and it remained true that the greater part of the land did not 
belong to those who worked on it. France was subject to serious 
shortages as under the Anckn Rhjime, i)oor harvests k'ading to 
widespread distress. As to industry, Professor See (.‘oncludi^s 
that “ Forganisation induslriclle de 1815 a 1850 a le inemc 
oaractero que dans la periodc napoleon ieniio ” (p .49). The 
“ petite industrie ” continued to predominate, ])arlly, ho thinks, 
because of the lack of credit, and partly because high protection 
perpetuated antiquated methods of production. Public opinion 
was also hostile to the introduction of machinery. So the 
progress under the Empire recorded in Charles Ballot’s fjJntro- 
d action da Machimsme dans Vlndnsfric fra nrai'^e (1929) was not 
maintained. It was most marked in the textiles — particularly 
cotton — where the problems arising out of the employ numt of 
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women and children began to attract attention. The Sociele indus- 
irielle de Mulhouse demanded the regulation of the hours of labour 
of children in 1827. But the “ factory movement ” in France made 
slow headway, and it was not until 1841 that a Factory Act was 
passed. It applied to establishments employing more than 
twenty persons, limiting the hours of children; but, since the 
manufacturers succeeded in defeating the proposal that paid 
inspectors should be appointed, the law was largely a dead letter. 

Under Louis Philippe statistics prove that there was fairly 
steady progress. Crops improved. Wheat increasingly took the 
place of rye, potatoes were more widely grown and fallow was 
eliminated. New breeds of cattle and sheep were introduced 
from England. In the north the textile and metallurgical 
industries became well established, particularly a.s railways were 
developed. Still the country can hardly bo said to have 
experienced an industrial revolution by the middle of the century. 
A contemporary could then seriously maintain that large-scale 
industry was artificial and depended on the maintenance of 
protection. There wais little class consciousness among the 
workers. Although combinations were forbidden by severe laws 
and workmen had to have their w'ages entered in their “ livrets,” 
their agitation took a political rather than an industrial form. It 
is true that compagnonnage^ with its absurd rites, survived, but 
it hardly provided a basis for collective a(dion. Friendly 
societies were numerous and, as in England, they tended to 
become trade societies (“ societes de resistance ”), the funds of 
which were spent in furthering disputes with employers. The 
suggestion of Flora Tristan, that there should be a general union 
of the working classes (p. 136), does not seem to have evoked any 
response. Nor did the teaching of Saint Simon and Fourier have 
any marked influence. The Socialist movement among the 
workers had to await the stimulus of Karl Marx. 

The English reader will find a number of comparisons and 
contrasts with our own history spring to mind as he reads the book. 
He may not follow the argument (pp. 40-41) that the decay of 
domestic industries was a condition of progress in agriculture. 
Nor is it easy to reconcile the statement that the sliding-scale of 
1819 and subsequent corn laws had little effect (p. 20) with the 
assertion that “ le regime de Techelle mobile, instaure en 1819, 
porte un coup mortel au commerce des bl6s ” (p. 149). 

J. F. Rees 


The University, 
Birmingham, 
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A Monetary History of JrelamJ, Part I, “ Ancient Ireland.” By 
Rev. Dom Patrick Nolan. (King. Pp. 210. 5.s\) 

It is well recognised nowadays that primitive institutions, 
far from being simpler, are usually more complicated than those 
of civilised man. Ilie quotations from ancient documents in 
this book amply illustrate the complexity of primitive currencies. 

Unfortunately, the author has never really grappled with his 
material. There is little attempt either at scientific arrangement 
or at systematic criticism and interpretation. Numerous passages 
refer to payments being made or goods being valued in terms of 
cows, women or sacks of corn, as well as in terms of gold and silver, 
in the form of ornaments as well as of coins. But we are invariably 
told that it is doubtful whether the reference is to a ]^hysical 
medium of exchange or to a money of account. Dates are often 
left extremely vague. We jump from King Sevadna lonnaraidh 
( ? 928-909 B.c.) to Brian Boru (tenth century a.d.) without any 
statement of the dates of the intervening quotations within the 
interval of nearly 2000 years (pp. 77-83). 

It is rather remarkable to find that some of these primitive 
forms of currency survived up to the seventeenth century. 
Annual payments seem really to have been stipulated in terms of 
cows at that time. But the quotation given for the eighteenth 
century (p. 110) is from a will, and the bequest in the form “ I 
order for my niece Molly ten big cows ” does not necessarily imply 
the use of the cow as a unit of value. 

It is a defect (perhaps in the available material itsedf rather 
than in the book) that practically no light is thrown on com- 
mercial dealings. Fines, presents and tribute throw far less light 
than commercial transactions upon monetary institutions and 
practices. 

It is necessary to add that the author of this book does not 
inspire very much confidence, in the first place because^ his ideas 
of the theory of money arc of a childish naivete, and in the second 
because he seems occasionally to be quite as much interested in 
the good fame of Ireland as in a dispassionate research into his 
subject. R. 0. IIawtrey 

Economic Annals of Bengal. By J. C. Sinua. (Macmillan & Co. 
1927. Pp. vi -(- 301. 126\ Gr/.) 

Early European Banking in India , By H. Sintia. (Macmillan 
& Co. 1927. Pp. iv -1- 273. 12.v. (kZ.) 

Mr. J. C. Sinha’s Annals deal with the economic history of 
Bengal between 1757 and the year when Lord Cornwallis ceased 
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to be the Governor-General. The political history is well known, 
blit hitherto little attention has been paid to the economic 
history — partly because it is less attractive at first sight, and 
partly because it is more difficult to obtain the necessary data. 
Certain aspects have, of course, been studied, especially where 
the economic conditions exercised a direct and obvious influence 
upon the political conditions. 

A really comprehensive study has yet to be published, but 
ill the meantime Mr. Sinha has produced a very useful and read- 
able book. He does not pretend to cover the whole economic 
life and organisation of the province, but deals rather with those 
special economic problems and troubles which arose out of the 
anarchy before and after the battle of I'lassey. Thus he assumes 
that the reader is conversant with the type of economic organisa- 
tion which normally existed at that time in Bengal and elsewhere. 

The first chapter is an introduction to the main thesis, and 
sketches very briefly the economic condition of Bengal during 
the half-century preceding Plassoy. It calls for little comment 
except on two points. One is inclined to think that the author 
does not emphasise sufficiently the breakdown of good govern- 
ment with the concomitant growth of unchecked corruption 
throughout the province. Further, he asserts that the Maratlia 
invasions did not cause very serious economic loss to the country. 
His line of argument entirely neglects the indirect losses, which 
must have been much greater than the direct ones. For the rest 
there is much useful material. 

The period immediately following Plassey up to the time of 
Hastings’ appointment as Governor-General is well treated, and 
considerable attention is devoted to currency problems. There 
is also an interesting discussion of the economic drain from 
Bengal and how it was affected. This is very difficult to treat 
quantitatively, but the author has marshalled his facts well and 
has shown great caution in handling them. 

The remaining chapters deal with the administration of 
Hastings and Cornwallis. The same care is shown in the docu- 
mentation, and the author is to bo congratulated upon the fair- 
ness which ho displays throughout the whole book, which ought 
to be exceedingly useful to all interested in Indian history. 

Mr. H. Sinha’s book Early European Banhug deals in fuller 
detail with the banking and finance of the same jicriod. Part I 
gives very full details of the Bengal Bank, the General Bank 
and the Bank of Hindustan. Read in conjunction with the 
Annals it is exceedingly useful. The author has documented 
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all his statements and has shown considerable discrimination in 
handling his subject. Part IT is not so useful as Part I, and is 
rather a running commentary on general banking policy and 
conditions in present-day India. It has little connection with 
Part I and shows signs of haste. There are, however, some useful 
facts, chief of which are those which deal with indigenous banking 
methods. W. S. Thatcher 

Fitzwilliam Hall, 

Cambridge. 

The Economie History of Bosseivdale. By 0. H. Tupling. 
(Manchester : University Press. Longmans, Green & Co., 
Ltd. Pp. xxii + 274. *215.) 

For this debiilcd account of economic activities in the Rossen- 
dale valley — which inclu(l(‘s the towns of Bacup, Newchurch, 
Haslingden and Rawtcnstall — w’e are indebted to the inspiration 
of the late Professor Unwin and the patient industry of the 
author. Such studies of limited areas are very welcome because, 
apart from the intrinsic interest of the facts and forces that they 
reveal, they enable us to check accepted generalisations. 

Dr. Tupling’s book opens with a fascinating and important 
chapter in which he draws a j)icturc of a mediaeval “ forest ” area 
being slowly settled by rent-paying tenants who gained a liveli- 
hood by stock-rearing. The importance of cattle in mediseval 
economy is well brought out. There is also an im])ortant section 
on forest administration, together with numerous .sidelights 
upon the ancient sy.stcm of settling disputes by means of ad hoc 
juries. But much remains obscure. It seems to be clearly 
established that in the Rossendale area most of the land was 
devoted to grazing, and that tillage w^as relatively subordinate. 
But, with regard to such tillage as there was, we arc not certain 
of the method by which the villein holdings were cultivated. 
Whether there was a one-lield, a two-field, or a three-field system, 
or whether all the holdings were made uji of separate closes, we 
do not know. Neither do the documents throw a clear light upon 
the kinds of grains that w^re then grown. Among these and 
many other outstanding questions Dr. Tuiding treads with 
commendable caution ; he never allows his imagination to outrun 
his evidence. 

The first five chapters contain as much material for the 
student of the history of English law as for the student of economic 
history ; and there are a hundred examples of interaction between 
economic conditions and legal institutions. 
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As we enter the seventeenth century we are furnished with a 
detailed account of the repercussion in the English countryside, 
chiefly among the yeomanry, of the transition from custom to 
competition, and of the Crown’s law'-aided struggle to expand 
an inelastic customary revenue by appropriating some of the 
economic surplus accruing to its tenants. Dr. Tupling throws 
out a stimulating hint when he says that the influence which the 
flnaneial difliculties of the early Stuarts had “ in modifying the 
development of trade and industry, and in moulding the con- 
ditions of rural life have not yet been fully explored.” Later 
on — in his chapter ori machinery and the rise of the cotton manu- 
facture- -Dr. Tupling does well to stress the significance of the 
existi‘nec or abscuice of custom or usage in connection with the 
introduction of machinery into, and the development of, the 
woollen and cotton industries. 

Often the main currents of events in the more southerly and 
south-(‘aster]y parts of England either did not touch Rossendale 
at all, or rea(‘lied it rnucli belated and in a modified form. The 
large landowner was always exceptional in Rossendale, and ” the 
effect of the Industrial Revolution was actually to strengthen 
the position of the small holder.” On the other hand, the author 
establishes for his area certain facts that are confirmatory of the 
results obtained by other investigators over a wider field. There 
is, for example, the em})loyment of very young (children in the 
domestic indust ric's ; and the fact that before the rise of the 
factory system parish authorities were in the habit of apprenticing 
destitute boys to local craftsmen, with results sometimes good 
and sometimes bad. Dr. Redford’s recent conclusions regarding 
labour migration during the Industrial Revolution are supported 
by the evidence from Rossendale. Chapters VI and VII together 
form a wholesonui corrective to those facile but inaccurate 
accounts of the Industrial Revolution which make it appear much 
more sudden and rapid than in fact it was. There are, however, 
“ thin ” jilaces. Comparisons between the domestic system and 
the factory system after the transition period are too few. The 
rcad(?r should not, for instance, be left to wonder whether the 
attics, lofts, old barns and other structurcvs which were used as 
workshops by the eighteenth-century domestic weavers were on 
the whole more insanitary and ill-ventilated than the general run 
of early textile factories. Moreover, I incline to the opinion 
that Dr. Tupling gives rather too little attention to the wage- 
t'arners, and to some of the results of innovations and severe 
industrial depressions. There are but brief references to machine 
breaking and to tlie “ plug riots ” in Rossendale, and not a word 
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about the Chartist Movement. In short, the work would have 
been better balanced if more space had been given to the nine- 
teenth century. 

Nevertheless, wc have here an important book of closely 
printed, well-documented pages. There is also an elaborate 
table of contents, as well as a good index, an excellent biblio- 
graphy of manuscript and printed sources, six maps and seventeen 
appendices. Alfred Plummer 

Euskin College.^ 

Oxford. 

A Study in Social Economics : the Hunter River Valley, New 
South Wales. By F. R. E. Mauldon, B.A., M.Ec. (Mel- 
bourne : Workers’ Educational Association. Pp. vi H- 201. 
125. 6rZ.) 

Thjs volume is the ninth of a Workers’ Educational Association 
series of Economic, Political and Social Studies, written in 
Australia and New Zealand. The series is edited by Mr. G. V. 
Portus, and contains his now well-known Marx and Modern 
Thought. Mr. Mauldon ’s book is a regional survey of the Hunter 
River Valley, one of the most important industrial districts of 
Australia. The Valley lies about a hundred miles north of 
Sydney, and runs inland from Newcastle on the coast. The 
district is both agricultural and industrial. It is rich in coal, and 
a large mining industry has been built up, while the manufacture 
of steel and iron has been established on a considerable scale, to 
say nothing of lesser undertakings. As might be imagined, most 
of the industrial problems with which larger communities are 
familiar have appeared in the Hunter River Valley alongside the 
growth of its industries, and these Mr. Mauldon explains and 
discusses. ’Uhe comparatively few running comments and 
suggestions he makes appear to be reasonable, but the book is 
almost entirely descriptive. The work is extremely well done. 
It should serve as a good model for others who are attempting 
similar surveys, and more of these might very usefully bo 
undertaken. 

H. Sanderson Furniss 

The Modern Development of City Government in the United Kingdom 
and the United States. By E. S. Griffitji. (Oxford 

University Press. 1927. 2 vols. Pp. 745. 425.) 
Municipal Finance. By H. E. Buck. (Macmillan Company, 
1926. Pp. 562. 175.) 
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Problems in Munieipal Government. By A. Cukster Hanford. 

(H. \V. Shaw Company. 1926. Pp. 407.) 

Mr. E. D. Si.mox I'ccently reminded us that the study of Local 
Government need not be dull. Incidentally he included in his 
delightful book a plea foi‘ the organised study of Local Govern- 
ment in Universities in this country. It would not be altogether 
surprising if some of Mr. Simon’s American colleagues were to 
express sentiments very dilT(‘rent from his about the desirability 
of research. Tlu'. busy American administrator must be be- 
wildered by the immense output of studies and l)ooks by bureaux 
of researeli and University departments in liis country. 'I’hc 
authors of tlu'si^ thiee books are Anu'iieans. Mr. Buck in 
collaboralioii with others has prepared a volume on City Finance. 
We are told that ' the work of the New York Bureau of Municipal 
Boseareh in city government forms the background ” of this 
book. “ The aim is to outline a linancial system which city 
govonimenl s may adopt and use.” Its appeal is therefore limited. 
It is strictly practical. City treasurers in this country might find 
much to interest them. Mr. Chester Hanford is assist ant professor 
of Government at Harvard. Ho has got together close upon “ a 
hundred pi'oblems, each of which covers an actual case which has 
recently arisen or is now pending in a particular American city.” 
Tliese eases are intended to suf)plemcnt text-books and serve as a 
basis of classroom dis(Mission for University students of American 
]Hoblems. 

The remaining book is of more interest to English readers. 
Mr. Griffith began his studies of American cities at home, and 
made use of his opportunities when at Oxford to extend them to 
this country. In the first volume he describes the development 
of city government from 1870 to 1920, and in the second volume 
he discusses the problems raised. The plan adopted by the author 
presents difficulties. American city government is more easily 
distinguishable than is English city government from local goverji- 
ment in general. City government is, in fact, an American term. It 
is doubtful how far it is possible to obtain a j ust view of English city 
government in isolation from other local government bodies. 
Again, the scheme of dealing in sections, first with one country 
and then with the other, makes it difficult to grasp the important 
threads in the story. The first volume is not easy reading. It is 
crowded with useful facts. For English readers the sections 
concerned with America are the most interesting. The author 
docs not gloss over corruption and the spoils system. He gives 
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the impression, liovvever, that it is largely a phase that has passed, 
and the general conclusion to which he leads is that American 
city g<jvernment, having shed its ugly features, has evolved to a 
more satisfactory condition than is found here. 

Ill the second volume it becomes apparent that this is very 
dciinitely ]\Ir. (Jrillith’s opinion. He contrasts tlie initiative, 
rivalry and adventurous local patriotism of American cities witli 
the drab ('flicioncy of English city government. On the one hand, 
there is readiness to .spend, and on the other hand there is the 
hampering ratepayer's [isychology. AVe may admit the general 
accuracy of his account of the sjiirit pervading English city 
government. Indeed, lie might liave emphasised more strongly 
the lack of iiuagination and the absence of any sign that the 
problem of the city as a whole, in the present or in the future, 
engages the si'rioiis attiMition of any important body of the in- 
Jiabitants. Hut vve need not at the same time admit the justice 
of his analysis of the causes of this state of things. His chief 
bugbear is the rating system. Tie has almost as great a dislike 
of grants-in-aid. He wants to see English cities “ given their 
freedom.” Even if we admit the taxation of site values to bo a 
desirable innovation and regret that English cities have not had 
the freedom of German cities to buy land, it is still possible to 
liold that Mr. (Jrillith lavs too mucli stress iijion imperfeetions in 
the mechanism. Is it not the case that for some years civic 
enthusiasm in America lias gone into local politics, and that this 
accounts for the lifeless condition of national polities ? H(Te the 
contrary is largely true. In England yon do your duty in local 
])olitics, but you gt't things done in national politics. Imperfect 
mechanism docs not account for the disniality of English local 
gov^crnincnt. A reform of tlio rating system will not of itself 
raise men’s minds from the level of gas, water, tram problems to 
a contemplation of the vision of the beautiful city of th(i future. 
But reforms may assist. One line of advance, not stressed by 
Mr. Griflith and possibly not apjdicable to America, might be 
in the direction of “ regionalism.” The institution of regions 
gathering togetlu'r and focussing existing local and county 
]>atriotisms ami sentiments, and armed with something of the 
freedom that Mr. Griilith desires, miglit evoke that spirit of 
enterprise, imagination and initiative the abs(mce of which is at 
present so marked. 

A. M. Garr-Saunders 
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NOTI^S AND MEMOllANDA 
Railway Ownership of Inland Waterways 

The following note is primarily an attempt to suggest liow 
true at the present time is the statement once made by the Royal 
Commission on Canals and Navigable Waterways in 1909, that 
“ the cases in which railway companies have a more or less strong 
positive intcH'st in jjushing trade upon canals belonging to them 
are exceptions to the rule.” It is not proposed to deal with the 
practical arguments of the question, which are now old history, 
but merely to indicate what has been the effect of railway owner- 
ship and control on their traffic and revenue since 1888, when 
statistics from the owners wcr(5 first collected under legal powers. 

Ever since the Report of 1909 a distinction lias been drawn 
between those waterways in the hands of independent statutory 
companies, those owned, and those controlled by railway com- 
panies. The shade of distinction between ownership and control 
is well exj^ressed by the words and can load to no ambiguity. 
In 1905 there were in Great Britain 2,557 miles of independent, 
1,049 miles of railway-owned and 218 miles of railway-controlled 
waterways exclusive of estuaries and open rivers. Among these 
are over 1,000 miles of unimportant waterways which hardly 
merit the troulde of record, but even accepting them on equality 
with others it need hardly be pointed out that the railways 
control about .'13 per cent, of the total mileage. 8ince 1905 there 
have been few changes or abandonments that w^ould lead to 
challenge of these figures. 

No recent traffic statistics exist for all these waterways, but 
if w e take those only for which the Ministry of Transport gives 
figures in the Railway Returns, and omit for convenience the 
Gloucester and Berkeley Ship Canal as being more a maritime 
than inland canal, the table on page 6G7 can be constructed. 
The sources arc the Evidence to the Royal Commission, Volume 
IV, for the three earlier years, and the Annual Railway Returns 
for 1925. It is realised that the table has inherent deficiencies in 
that it merely gives traffic originating and conveyed, whilst the 
ideal unit w^ould be the ton-mile, and that it refers to no more than 
2,4fil miles of canals (being the only important portion), but for 
the broad purposes of the argument perhaps these may be over- 
looked, as the results do not depend on too nice an adjustment. 
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Taih.e I. 


Traffic in Ihoucand.'i of lon.'i on 1,201 miles of Independent and all 
Railway -CO ntrulled and owned Canalt in Great Britain 



1888. 

1 1 

189S. 

1905. ; 

11 

25. 

Ownership. 

_ ____ 

— 



1 


— 


C. 

O. 

0. 

O. 

c. ! 

1 

O. 


ludopfudt-iit . 


9,.'>^l 

17,813 i 

10,-1 DO 

17,908 

9,237 

12,580 

Railway -c-ontr<)llc<l 

S,«il() ■ 

! 8,o9l 

D.dlC , 

7,20.7 

S,;)S2 

4,03 t 

4,792 

Railwa^’-ownod . 

7,01.-) 1 

a, 538 

5,1)78 ■ 

1 

3,311 

5,801) 

2,03 1 

2,549 

Total .... 

82,1)21 j 

j 21,GG5 

33,101 ■ 

21,102 

I 1 

32,001) , 

15,302 

10,1)27 


C. Convo3'0(l. (). — Oiiginuting. 


Without going into j)erceningo clrtails, but talving ratlier a bold 
glance at the liguros, tlie points to be made four, b'irst of 
all, the three years ISHH, 1S1)8, and 1005 show a fairly constant 
traffic on the whole of the mileage, whereas the 1025 figure shows a 
considerable decline. 'Phe reasons for the geiu'ral decline are 
many, but chief among tlu^ temporary causes must be iiu“luded the 
factor of trade dc'pression. The more permanent can.^ios \vere 
classified by the Tloyal Commission, and it remains but to add 
motor competition, whieli hardly began till three or four years 
after the Commission sat down to its work. Tlu'. second point is 
that the independent companies have lost comparatively less 
traffic than either of the other two classes. The thii‘d is tliat the 
greatf'r the degree of railway influence, as represented ])y control 
or ownership, the greater the percentage decline. The fact is 
very significant that whilst the indei)ondents actually increased 
their tonnage up to 1005, on ISSS and 1898 figures, the railway- 
owned show a consistent record of declino over all four years. 
The fourth suggestion, and the owo. that shows more cl(;arly the 
limitations of the statistics, is hardly so marked, ])ut apparently 
there has been a great decline of non-originating or through 
traffic in the ceso of both railway canals and indej)cndcnts. 
Admittedly we lack a. convincing definition of through traffic, 
but roughly speaking it would seem as thougli for a reason yet 
unknown there has occurred something to discourage it. In 
iiddition to these four pchnts, which are extracted for special 
mention, it is clear tliat the traffic density (tonnage dividcjd by 
mileage of waterway) is considerably greater on independent than 
on railway-owned canals, although not gioalcr than on railway- 
controlled canals. 

Traffic conditions are often a very deceptive guide to the 

Y Y 2 
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economic situation of transport, and it is only by reference to 
financial considerations that a check can be made. Obviously 
a heavy tonnage may go with high expenses, or a growing tonnage 
with a fall of average rates or increase of expenses. No com- 
plete material exists showing the financial condition of British 
inland waterways more recently than 1905 . but by combining the 
stray 1925 information from the Annual Railway Returns, the 
Annual Accounts, and certahi Conservancy Reports with twenty- 
tw'o balance sheets kindly lent to the writer by individual com- 
panies, the following table has been constructed : 

Tarle it 

liccenue and Expenditure in tlioummU of pounds of 992 niih'^ of 
Independent, all Railway controlled and owned Canals in (Jreat 

Brilain 


Ownership. 

Year. 

Gross 

Revenue. 

Gross 

Expenditure. 



Net 

Revenue. 

Indepondont 

1888 

879 

577 

302 


1898 

915 

695 

220 


1905 

925 

715 

211 


1925* 

992 

770 

211 

Itailway-controllcd 

1888 

251 

98 

152 

1898 

265 

116 

149 


1905 

244 

129 

116 


1925 

274 

173 

101 

llailway-ownod . 

1888 

435 

330 

97 

1898 

384 

338 

46 


1905 

394 

348 

46 


1925 

188 

300 

(Loss) 112 

Total 

1888 

1,665 

1,014 

651 


1898 

1,564 

1,149 

415 


1905 

1,663 

1,192 

373 


1925* 

1,454 

1,249 

200 


* In tho 1925 Net Kovenuo figiiros are ineludcd those for 1925- 6 of tlie 
Caledonian and Crinan Canals because tho accounting year Is so fixed. The Gross 
Ilcvonuo and Expenditure columns omit figures for these canals in ll)25-(), as 
they were not obtainable, and honco tho Net lievenuo does not represent the 
difforenco between them. 

The information, how'cvcr, does not include all tho canals given 
in Table I, the omissions being the Worcester and Birmingham, 
Staffordshire and Worcestershire, Aire and Caldcr and Glamorgan- 
shire, from whom exact material w^as unobtainable, but there is 
almost certain ground for the belief ^ that the results would lx; 

^ Based on private information. It will bo romemberod that, although 
statutory companies like railwaj^s, the canal companies have not been compelled 
to supply financial returns to tlie Government since 1905, except during the 
period of control. Moreover, few of them are limited liability companies, so that 
Somerset House cannot reveal any balance sheets. Tho difticultios of obtaining 
information are almost insuperable in an industry suffering like canal transport 
from an inferiority complex. 
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definitely confirmed if they were included. In dealing with the 
financial material, moreover, there are at least two limitations. 
Perhaps most important is the fact that inland waterways fre- 
quently derive a large proportion of their revenue from strictly 
non-transport sources. There are canals like the Grand Junction 
or Rochdale, for example, which own largo amounts of property 
or investments which do not depend on the existence of the 
canal for their value. The Grand Junediou in 1925 had a gross 
revenue of £144,050, of which only £08,928 represented tolls. 
The Rochdale in 192,‘{ sold important reservoir rights to the 
Rochdale and Oldham Corporations and derived a considerable 
revenue from the sale. In fact this company wo\dd i)robably pay 
better dividends could it be disencumbered of its canal. Nor are 
these isolated instances. The second limitation is that, of the 
canals included in the table, five were carrying at the three earlier 
dates: in 1925 only three still carried. Jn 1921 the Shropshire 
Union (railway-owned) and Rochdale (independent) were com- 
pelled to abandon the trade, but in 1924-5 the Erewash took it 
up under an old Act of 1845. The eficct of this is unduly to 
inflate the figures of gross revenue and expenditure for the three 
earlier years in relation to 1 025. 

There are other qualifications of less note, but the emphasis 
of the table will be laid on the same points which the traffic 
analysis yielded. Reference in the first place to the general 
course of net revenue clearly shows a great decline, which would 
be all the more convincing were it necessary to have regard to 
changes in the value of money at these four years. The second 
result of the analysis is recognition that, apart from the fact that 
1888 shows a considerably greater md/ revenue than any of the 
other years, independent canals have apparently suffered no 
financial decline on 1898 and 1905, although the value of the 
income is much less than before. I’hirdly, the fact emerges, 
with complete confirmation of the traflic statistics, that the 
greater the degree of railway control the greater the decline on 
previous years. There are certain practical limitations to the 
import of the table, but the large railway-owned loss of 1025 is 
no accident, representing, in fact, the lowest loss made since 
1919. In 1920 the railways lost £452,467 on their canals. Just 
before the War, in 1913, they made a profit of £19,505, but what 
is clear is that this decline has been going on consistently over 
the whole period despite the railway contention that it cannot be 
to their interest to make losses. 

Generally speaking the two tables seem to show that the 
greater the railways’ hold on waterways the greater the decline, 
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])ut lest it be immediately concluded that this is entirely due 
to deliberate intent, it must be said that they own certain lengths 
of canal wliich could never pay even with the most enthusiastic 
management, and wliicli the railways would bo only too glad 
to get off their hands. 1 have in mind such cases as the Kennet 
and Avon, which the Great Western Railway recently attempted 
to abandon. Hut even then tliere is convincing enough margin 
to warrant the conclusion that those who liavo a direct interest 
in promoting canal traffic have managed to make some profit 
even in the present bad times, but those who have only a partial 
or even no interest have suffered a great decline. 

Divided and partial railway ownership of routes and lack of 
co-ordination with other forms of transport have been among the 
contributory factors in the decline of inland waterways. Whether 
or not there is economic justification for the great reconstruction 
schemes outlined by tlie Royal Commission, there is no doubt 
whatever that co-o[)eration and unified ownership would bo at 
least a practical step towards the solution of one side of the greater 
transport problem. The Railways Act 1921 was an attempt, 
among other things, to loolc at railv\av transport from a rational 
point of vknv. (kinnot vc hope that the fundamental principles 
embodied in this Act shall one day be applied not only to canal 
transport, which is perhaps one of the minor methods in use 
to-day, but to the transport system of the country as a whole ? 

C. D. Campijj:ul 

M a nch esl er U n i cera lly. 


dhlE RoPLILATrON (klNPEKENCE AT GENEVA 
Ttie World Poimlation Conference held in Geneva at fhe 
beginning of iSeptembor was attended by members of some thirty 
different nations, and the programme included contributious by 
biologists, statisticians, economists and administrators such as 
M. Albert Thomas, It is the case that the English-sperdcing 
representatives played the predominant part, which may be 
attributed to the interest now displayed in this country in the 
problem of quantity of ])opulation, in America in migration and 
in both countries in eugenic questions. It is also true that the 
biological aspect received most attention, which is duo no doubt 
to the progress now being made in research into various funda- 
mental questions. The interestng papers by Professor Fairchild 
on Optimum Population and by M. Thomas on Migration aroused 
animated if not very enlightening discussions. The discussions 
of biological problems, however, showed that modern views 
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regarding certain fundamental matters are of no little general 
interest and importance. 

Taking fertility as an example of such a fundamental problem, 
it is generally agreed among statisticians that the variations in 
the birth-rate observed over a long period and the dilTerenccs 
noticed as between different sections of society at any one time 
accord with what is known as to the pnwalcnce of the habit of 
family limitation. Biologists, on the other liand, while not 
committing themselves to any explanation of these phenomena, 
arc concerned to point out that, little as we still know about the 
extent to which fertility is influenced by environmental factors, 
a constant fertility cannot be assumed. Research has revealed 
the existence of vitamine E, which has a bearing \ipon fertility, 
and other experiments demonstrate the effect of diet and of 
crowding upon fertility. It follows that the possibility is not 
shut out that changes in diet over a period of years might affect 
fertility and that differences in diet might be responsible for 
differential fertility as between different sections of the population 
with different food habits. So much emerged from Dr. Crew’s 
and Dr. Pearl’s papers and the discussions which followed them. 
In the course of a discussion following a paper on differential 
fertility most interesting communications were received by 
representatives from Sweden, Germany, Holland and Italy. It 
would appear that since the war differential fertility lias turned 
definitely in favour of the higher economic classes in Stockholm, 
and that in Germany and Holland the fertility of the lower 
economic classes is now but little superior to that of the higher 
classes. In this countiy and in Italy, however, the advantage 
is still markedly Avith the lower economic classes. It thus seems 
likely that the tendency under post-war conditions is towards a 
narrowing of the gap between the classes, and it is possible that 
the pre-war situation may in some places become reversed. 

To the discussion on the results of differential fertility an 
important contribution was made by Mr. Haldane. He pointed 
out that, assuming the more successful classes to bo possessed 
on the average of a biological endowment different in some 
respects to that po.ssessed by the less successful, it does not 
necessarily follow that the relative failure of the former to repro- 
duce themselves will result in a rapid diminution of the prevalence 
of these specific qualities. What happens will depend upon the 
mode of inheritance of these qualities, and it can be sliown in 
the light of modern investigations that, if, as is probable, these 
qualities are ^usually complex and not of the nature of simple 
dominants, the result upon the biological composition of the 
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population as a whole of the failure of the higher classes to repro- 
duce will, even in the course of several generations, only bo small. 
This demonstration certainly takes the sting out of the alarmist 
prophecies of race deterioration as a result of differential fertility. 
On the other hand, Mr. Lidbctcr’s paper, which was one of the 
most important i)resonted to the conference, showed that the 
existence of poorly endowed stock raises a problem of groat 
magnitude. He gave the first results of an investigation lasting 
over many years into the habitual paupers of a certain district. 
He showed that these persons generation after generation form a 
segregated intermarrying class, tl)c members of which, in spite of 
social improvements and increased opportunities, often become 
chargeable during a substantial portion of their lives and exhibit 
a high incidence of mental abnormality, disease and crime. 

The conference as a whole was highly successful. It repre- 
sented the first organised attempt to pool information and 
exchange views with regard to the scientific foundations of the 
population problem. It was a wise move to concentrate first 
upon the scientific basis. The decision was taken to form the 
nucleus of a permanent organisation for the promotion and 
co-ordination of these studies, and it may bo hoped that inter- 
national co-operation in these spheres may ultimately help 
towards an agreed international policy in regard to jiractical 
problems. 

A. M. Carr- Saunders 


The Netherlands Bam:, 1920 7 

Rejfiorts presented by the President and Coinnussaries, June 1927. 

(English Edition, Amsterdam, 1927.) 

The Report of the Netherlands Bank 192G-7 draws attention 
to the difficulty arising out of the instability which the gold points 
have shown since the war. Formerly the gold points were fixed at 
a certain level of the exchange rate, and it was only when the rate 
reached that level that export of gold took place. The cost and 
duration of transport now change so often that the gold points are 
continuously fluctuating. Among the causes of those fluctuations 
are special freight arrangements, saving of interest by air transport, 
and reduction of insurance fees. The Direction desires to raise 
the question v hether the central banks ought not to combine in 
taking up the study of this matter. 

A total of FI. 8,2 millions of gold was shipped during tlie 
period under report (April 1, 1926-March 31, 1927). In order to 
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prevent gold shipments the Netherlands liank bought and sold 
in the exchange market (maximum foreign exchange holdings 
FI. 225,0 millions, minimum FI. 1G!),0 millions). As the outflow 
of money, due to the higher rates of interest abroad, was furthered 
by foreign loans placed on the Amsterdam Bourse, the rate for 
loans on collateral was raised in Februai^y 1927 by \ per cemt. in 
order to give a warning to the market. The discount rate 
remained unchanged throughout at per cent. 

Mention is made in the Report of the en'dit ])laced at the 
disposal of the Banquo Nationale de Belgique in connection with 
the stabilisation of the Belgian currency. 8(weral central banks 
(those of England, U.S.A., Germany, the Netherlands, France, 
Switzerland, Sweden, Hungary, Austria, Italy and Japan) partici- 
pated in this action, the administration of the credit being 
assigned to the Netherlands Bank. 

As to the discount market, the Direction states that the 
d(ivelopment has continued satisfactory, thanks to the low rate 
of interest and the activity of the firms whi(*h ai'cept, buy, and 
sell bills. 

In April 1927 the Netherlands Bank placed fonngn banking 
houses, which have taken the form of a Netherlands firm or 
company, on the same footing as the internal banks (including the 
three acceptance houses), as far as the eligibility for re-discount of 
their bills is concerned. They have been admitted to the arrange- 
ment of April 1922,^ so that now all incor])orated banka are 
sure that their accei)tances arising out of foreign transactions -it 
they are self-liquidating prime bankers’ bills — arc as a general 
rule eligible for rc-diseount. Other acceptances can also bo 
declared eligible, but in this case the Netherlands l^ank must bo 
consulted before the paper is j)ut into circulation. 

Another fact of great im])ortance for the development of the 
Amsterdam discount market is the resolution of the Netherlands 
Bank, taken a year ago but only recently published, to include 
bills in tlie collateral on which, under certain conditions, credits 
are granted. Thus some of the principal bill l)rokers are able to 
have recourse to the central bank in this form, which, unlike 
re-discounting, can be used at any time for short terms. 

On the money market loans with bankers’ accej)tanccs as 
collateral ai’c gaining in importance. Several lenders, who 
formerly restricted themselves to “ ])rolongation ” (onc-month 
loans on collateral of shares and bonds), now give call loans on 
bills as well; the latter are more liquid anrl save the brokers’ 
commission. 

^ Mention wa'i made of this arrangement in this Journal of June 1926, p. 324. 



674 THE ECONOMIC JOURNAL [DEC. 

The Committee appointed by the Government to advise on 
the admission of foreign loans has published its report. It 
calculates the total of foreign issues in Holland at 

41)-9 million guilders in 1024, 

12G-8 „ in 1025, 

208-8 in 1026, 

and finther gives proposals for the Government control of stock- 
jobbing. 

The Dutch Stock Exchanges had been almost wholly free from 
legal regulation. The stock-jobbers had themselves created 
organisations which make rules for llourse transactions, for 
admission of shares and bonds to the official price list and for 
})ublication of quotations. At the outbreak of the war the vSto(’k 
Exchanges were closed. In order gradually to return to normal 
conditions the Stock Exchanges were placed under control of the 
Minister of Agriculture, Industry and Commerce (after dissolution 
of this Department the control was assigned to the Finance 
Minister), ^n Iio had to indicate which stocks and bonds were to be 
admitted to the official price list. 

The Commission prefers from the general economic point of 
view a free international flow of capital ; but the importance of the 
issue and quotation of foreign loans is such that the Government 
cannot keep aloof. 

In the first place international policy may make it necessary 
that the Government should be able either to order or prevent the 
admission to the official price list of a particular foreign stock or 
bond. 

Further, Dutch citizens must be protected against misuses in 
the domain of stock-jobbing. As a general rule this protection 
can be left to the several organisations. It must, however, be 
possible to appeal to a higher resort regarding the decisions of 
those associations. Therefore the Commission proj^oses to aiDpoint 
an independent committee (consisting of the President of the 
Netherlands Bank, the President of the Amsterdam Chamber of 
Commerce, a nominee of the Finance Minister and, with only an 
advisory vote, the President of the Amsterdam Stock Exchange 
Association (Vereeniging voor den Effectenhandel), which is to 
decide in the last instance on questions about : 

(1) Refusal of an association to admit a stock or bond to the 
official price list ; 

(2) Refusal of an association to authorise publication of 
quotations. 

In order to prove that it is in practice possible to contest the 
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decisions of the organisation, the Commission cites tlic ease of the 
opposition of the Amsterdam association lo tlie German loans in 
1925, when it refused admission to the price list to all German 
loans issued in Holland beeauso of the insufficient rc-valorisalion 
of German pre-war debts. This measure, however, could not 
prevent the issue of German loans on a large scale. 

The Netlierland.s Bank has, as from October l.'l, 1927, raised 
its discount rate for bills and promissory notes and the interest on 
loans secured by goods by 1 per cent, and the interest on J)ut(‘h 
and foreign securities given as collateral and advances on current 
account by J per cent. The latter had already been raised by 
J per cent, on February 3, 1927. 

The present rates are as follow s : — 

Discount for bills . . . . • dl per cent. 

,, for promissory notes . . .5 

Interest on loans against collateral of 
Dutch securities . . . . 5 

Interest on loans against collateral of 

foreign securities . . . . o! ,, ,, 

Interest on loans secured by goods . .5 

,, on advances against collateral on 
current account . . . . • 6 ,, ,, 

Since the middle of last year the amount of the metal reserve, 
the foreign bill holding, and the ‘‘ Various accounts ” on the credit 
side of the weekly report (which largely consist of balances abroad) 
show a constant tendency to fall, while the credits allotted at homo 
in the form of the discounting of bills and tlui granting of credit 
on collateral have almost constantly increased. This points lo a 
continuous outflov/ of funds —luaiidy in conne(;tion with the 
granting of large credits to foreign eoimtries —which was 
responsible for the fact that in the summer of 1!)27 the higli rate 
of the dollar led to considerable gold .shipmonis to th.o United 
States, and that recently the rate of the pound sterling obliged the 
Netherlands Bank to intervene on the bill market in the endeavour, 
by releasing large sums in pounds, to keep the rate below the point 
at which the export of gold to England would become prolitable. 
All this had its reHectioii on the money market, v/hicli gradually 
became less abundant. 

During the last few weeks, in connection infer (din with the 
raising of the discount rate of the German Reichsbaiik, the 
above development has become more j)ronounced, the demand for 
pounds increased still further, and after the end of September the 
improvement of the money market Avas very slight. The Nether- 
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lands Bank could then no longer refrain from raising the discount 
rate, which had been postponed as long as possible in the interests 
of the Amsterdam di.scoiint market. 

G. W. J. Bruins 


Official Papers 

ImjDcriiil Economic Committee. Report on Marlceting mid Pre- 
paring for Market of Foodstuffs produced within the Empire, 
Fifth Report — Fish. (Cmd. 2934. Pp. 83. Or/.) 

An important study of the conditions of the fishing trade, 
whoso product has often been taken as a typical case of the 
instability of “ market ” prices. There is no evidence pointing to 
a shortage in the total fish supplies of the world. Several 
valuable grounds are as yet only partially worked. The limits to 
the range of fishing are fixed by the extreme perishability of the 
product, and by the fact that methods of preservation have not 
been improved equally with those of capture. A fundamental 
difference between “ white ” and “ pelagic fish divides the trade 
into two separate parts ; in the British market, the consumption 
of white fish is relatively increasing, in spite of its higher cost. The 
jiroblem of a wider market is bound up with that of price stability, 
since a high level of retail prices results from the present risks. 
The effect on prices of the inherent irregularities of capture and 
landing arc shown statistically. The principal recommondtation 
is therefore for the institution of research in the methods of 
preservation ; some interesting proposals (e.g. the “ factory ship ”) 
are considered. In respect of “ pelagic ” fish, especially the 
herring, the most important research is into methods of curing. 
The arguments of the Committee are effectively illustrated by the 
diagram in the Third Appendix, showing the daily variations in 
the wholesale price of cod landed at Grimsby. 

Home Office. Licensing Statistics, 192G, (Cmd. 2913, 3^. Od.) 

Comparative tables are given of percentage changes in 
drunkenness (as tested by convictions) and in exports, railway 
traffic, prices, employment, strikes, etc. The assumption, 
however, that convictions correspond to inebriety, “ leads to 
wrong and astonishing conclusions.’* 

Review of the Trade of India in 1926-7. (Calcutta : Government 
of India, Central Publication Branch. No. 2085. 46*. 3d.) 

The question of currencies in relation to trade w^as dealt with 
in the last Report, and there is less that is of general interest this 
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year. There are some important changes in the direction of trade 
in certain articles. The chapter on the balance of trade, and 
movements of treasure, is a convenient summary. 


Reparation Commission. Official Documents, Vol. XIV. The 
Expert is' Plan for Reparation Payments. ( London : Stationery 
Office, 1927. ?p. 307. Is, M.) 

The purpose of this volume is “ to afford readers access to the 
various Re2)orts, Agreements, Laws and other documents which 
form the basis of the Experts’ Plan for reparation payments by 
Germany.” It constitutes a valuable and, to economic students, 
indisi)onsa])le handbook. It includes in full the Reports of the 
First and Second Committees of Experts, with their Annexes; 
the London Agreements, including the Final Protocol of 1924 
and its Annexes ; all the documents relating to the New Bank and 
Currency, the New Railway Company, the Industrial Charge, and 
the External Loan; and the Paris Agreement of 1925. The 
documentatioh comes down to the middle of 1926, and the 
volume is very fully indexed. 


Rci^aration Commission. Official Documents, Vol. XVIa. 
Reports of the Commissioners for the Ger7nan Railways (J une 1, 
1927), for the Reichshanh {June 4, 1927), for Controlled 
Revenues (May 7, 1927) ; of the Trustees for German Industrial 
Debentures (May 15, 1927), and for German Railway Bonds 
(May 31, 1927). (London; Stationery Office, 1927. Pp. 
ICO. 36.) 


International Yearbook of Agricultural Statistics. (Rome : Inter- 
national Institute of Agriculture. Pp. 580.) 

Tills edition is prepared on the same general lines as have been 
adojited since 1922. The figures for area and population of 
countries ; for nron, jiroduction, and yield of crops ; for live-stock ; 
for imj)orts and exports ; for jiriccs, freights, and exchanges ; and 
for fertilisers, admit of jire-war as well as of recent comparison. 


Rapport van de Commissie van ndvies inzake de toelating van 
huitenlandsche emissies. (Report of the Committee appointed 
by the Government to advise on tlie admission of foreign 
issues.) (’s-Gravenhage : Landsdrukkerij. 1927.) 
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Vereonigiiig voor do Staatliuishoudkunde en do Statistick. 
Pro e-ad viczoi onitrcnt rerbmdeiid-vcrJdaring van collectieve 
arhtidsovereenkomsUii. (Reports to the Dutch Ecotiomic and 
Statistic Society on the (piestion whether collective labour- 
contracts should 1)0 enforced to outside parties.) (’s-Graveii- 
liagc : Martinus Nijhoif. 1927.) 


De Ja>-a.'irhc I '(ink, J92()-1927. Verslag van den President 
(Report of the .lava liank April 1, 1920 March 31, 1927). 
W'cltevroden : G. Koltl and Co. 1927. 


I’crulftij ran d(i Slfiatsconim''ssi(i inzake dc fniancieele verhouding 
tusschen hot Rijk en de gcinccnten. (Report of the State 
Commission on the financial relations between the State and 
the communes.) (’s-Gravenhage : Landsdrukkerij. 1927.) 


OBITUARY 

Sir William Ashley ^ 

W'lTniN a }'oa.r of his death, or even less, Ashley gave no 
im])ression of ago or of the least failure of powers. Por some 
time before Jiis retirement from Birmingham, after twenty-five 
years’ service there, he was evidently wearying of the academic 
cycle; but freed from the wheel he threw himself into the work 
of the Committee on Industry and Trade, which he had joined in 
Deeem])er 1924, and— among other activities — took up again one 
of the riddles of his youth ; what was tlic staple food of English- 
men down the centuries? The necessarily anonymous volumes 
of the (.'ommittee are in our hands, and we can speculate on his 
share in them, whicli was certainly great. It is good news that 
the results of his historical food impiiry are likely to be published. 
But the loss to (he State and to learning of the eight or ten years’ 
activity which it seemed not unreasonable to anticipate when lu; 
left Birmingham is lamentable. 

The things of the [)ublic and learning— it is hard to say 
which attract(Kl him most, at least in his later career. Learning 
Avas the foundation and like many good scholars he had to earn 
his bread by it from tlie start— but, as Toynbee’s disciple, he 
must always have seen it related to life. Born in South London 
in ISGO atul educated at St. Olave’s Grammar School, he went up 
to Balliol as a scdiolar to read history, and got his introduction to 

^ I am greatly indclUed to Sir William Abhley’s family for personal information 
filjout his early career, but I have made no attempt here to deal M ith him except 
as economist, historian and public man. 
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Economics through the Political Economy of the Oxford History 
School. For four years from his degree he was a coach, until 
elected a Fellow of Lincoln in 1885. Thence, in 1888, ho went to 
Toronto as Professor of Political Economy; from Toronto to 
Harvard in 1892 as the first Professor of Economic History in the 
English-speaking world; from Harvard to Birmingham as the 
first English Professor of Commerce, in 1901. At all three 
Universities, but especially at Harvard and Birmingham, he had 
the heavy work of a pioneer organiser ; and his arrival at Birming- 
ham coincided v it h an outbreak of public discussions on economic 
affairs in which he took a very prominent part. 

J3uring the years of his iDolitical activity, those who did not 
know him were tempted to see in him only the economic adviser 
of a groat party, and to credit him with party interests and 
convictions whicli often were not his. A Liberal of the Left, who 
had met him for the first time, once expressed his astonishment 
at finding in the “tariff reformer” a concern for social progress and 
a readiness for social exiicrimeut and change which he had 
associated with men who wore a different label. In fact thcwse 
things lay behind all Ashley’s tliought and work. He was by 
training and disjiosition a political economist in the proper 
sense of that now undeservedly neglected term. (It is true that 
for certain reasons of association he rarely so described himself.) 

lie got his bent in the seven formative years between 
graduation and the professoriate. At first a political historian of 
the school of Stublis, ho came under the double iniluence of 
GJerman historical economists and of Arnold Toynbee, whose 
lectures on the Industrial Revolution were published from his 
and Bolton King’s notes. Toynbee refused to accept Ashley, 
already a successful coach, as his pupil, but suggested that they 
should “ work together,” The result was an historical study of 
the evolution of wage theories Avhicli gave to Ashley, or perhaps 
confirmed in him, that conception of economic thought as 
evolutionary and related to changing environments which is 
stated in six theses in the Preface to his first book.^ During these 
seven years he was several times in Germany, and he acquired a 
mastery of German historical economics then very rare among 
Englishmen, but he did not — as has often lioeu supposed— study 
under any German whatever. Much as he used and admired 
Schmoller’s writings, ho never met KSchmoller until 1902, after his 
return from America. Once he tried to meet Roscher, but found 
him out ; once he went for a walk with Knies and found him very 
obscure. 

^ Omitting his Lothian Prize Essay, James and Philip van Artecchh. 
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The first slender volume, barely two hundred pages, of the 
Introduction to English Economic History and Theory appeared in 
the year of his migration to Canada ; its second edition in the year 
of the move south to Harvard; the second and much heavier 
v olume, The End of the Middle Ages, in the next year, when he 
was thirty-three. Few men have built so substantial and well- 
balanced a monument so early. Entirely unpretentious, it marks 
together with Cunningliam's weightier but less harmonious 
structure the conquest of a new field of learning — English Economic 
History as now understood. The circumstances of his career, com- 
bined peril Jips with deliberate abstention, kept him from “restor- 
ing” it a.s time went on— which was all to the good. It stands 
as designed, and bolh its general lines and its detail are extra- 
ordinarily little anticpiated after a generation. In recent years 
ho was able more than once, in some review or short pajicr, to 
point out how^ the close do(;umentary research for which he hatl 
not had opportunity, and iierhaps not inclination, had confirmed 
some far-siglited conjecture of his based on the imperfect evidence 
of nearly forty years ago. If the mere learning of the book has 
been surprisingly little outstripped, in sjiite of the publication of 
libraries of fresh records, its utility for students has hardly begun 
to be imiJaired. It will not bo superseded until a medincvalist 
arises wdio can wTite as well as Ashley wrote at thirty and can 
move with something approaching Ashley’s ease in the fields both 
of thought and fact. 

.During his remaining years at Harvard he never lost touch 
with the Middle Ages, but the volume of Surveys, Historic and 
Economic, w’hich he published in 1900, just before the call back to 
England, shows the drift of his mind. Ho reviews the great 
mediieval books of the ’nineties- Vinogradolf, Hound, Maitland, 
Cross, Inama-Sternegy, Meitzen, Flacli, Pirenne. lie writes, 
almost one niight think In Memoriam of his first master, kStubbs, 
a substantial study on The Beginnings of Town Life in the Middle 
Ages ; but his thought is moving, after only a light halt in the 
seventeenth century to edit Mun and appreciate Montchretien, 
into the eighteenth — Tories and Free Trade, England and 
iXmerica— and beyond it towards contemporary economic 
questions, trust.s, sugar combines, Mr. 8mith and the Birmingham 
Bedstead Alliance, Co-operative IVoduction in England and the 
Economic Atmosphere of America. 

Four years as a professed economist at Toronto, with history 
reserved for summer resorts in long vacations, had done their 
\\ork in linking him to the exciting American economic life. 
Though dubbed historian at Harvard, he was very near to Boston 
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with its intricate problems of industry race and social adjustment. 
Movement across the American-Canadian border had provoked 
constant thought on the future of the two countries. When, 
after his return to England at forty-one, he became the leading 
academic defender of Chamberlain ^s new model fiscal policy, he 
did so — as he told a young economist who, like himself, was 
more than half a historian — very largely because he feared that, 
were nothing done, the economic and then the political absorption 
of Canada by the United States was highly probable ; even more 
than probable he hinted, when pressing that yoinig man on an 
evening walk to enlist under the banner of Birmingham. 

All this may help to explain what was, at least to historians, 
the riddle of his career~why after the quick and deserved success 
of his lliiitory, which remains to-day the only English economic 
history availal)le both in Erench and German (and in Japanese), 
he did not continue it ? Thanks to a combination of knowledge, 
insight and power of exposition he stood in the first rank of 
historians. As a general economist he was remarkably many- 
sided, but somewhat less distinguished. He won for himself a 
fuller and more immediate!}' useful life b}' the second move into 
pioneer organisation and the increasing preoccupation with public 
affairs from 1901 to 1914. He had wished to return to England. 
He was a married man with a family, and England had no chairs 
for economic historians. It is likely, therefore, that he had no 
regrets. But that is no reason why others should not have them. 
He never announced a continuation of his history ; and ho once 
said ^ that he had found the material for the seventeenth century 
not sufficiently collected or sifted thirty years ago to enable him 
to handle it as he had handled the Middle Ages. Nothing could 
be truer of the material. Yet Cunningham had faced it ; and the 
gain to history of even a tentative handling by Ashley it would be 
hard to over-value. His partially documented conjectures might 
have been more accurate and certainly would have been more 
stimulating than the solemn conclusions of sub-historians who 
have read all the MSS. bearing on some little thing, and see little 
else. So far we have few enough even of these. 

Tile History ran through its editions, but Ashley, absorbed and 
fascinated by the modern world, wrote no more history for 
thirteen years after his return to England. By a curious chance 
he was invited to Hamburg in 1914 itself, and there gave the 
historical lectures which, under the perhaps slightly misleading 
title of The Economic Organisation of England, now form very 
much the best introduction to economic history in the language. 

* 111 oonversatioa with the writer. 

No. 148. — VOL. XXXVU. ZZ 
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A master is needed above all for the writing of a great “ book of 
vulgarisation ” ; and The Economic Organisation might be classed 
with Huxley’s Physiology or Freeman’s General Sketch of European 
History. 

The years between had been full of work for Birmingham, the 
cause, and social betterment. The Adjustment of Wages of 1903, 
“ a study in the coal and iron industries of Great Britain and 
America,” though an admirable piece of descriptive and social 
economics, passed almost unnoticed, because economists and 
business men were all disputing over The Tariff Problem of the 
same year. Tn this the severest free trader recognised a fair 
scholarly and persuasive statement of a case which he might not 
perhaps accept but could not ignore — least of all if he admitted, 
as in perfect honesty he was often bound to admit, that for him 
too the deciding arguments came not from some pure economics 
but from a political economy. Next year The Progress of the. 
German Working Classes proved, with a wealth of reference, that 
social betterment was in no w'ay ineoin])atible with judicious 
protection. Like the skilled advocate that he was, Ashley left 
counsel for the defence the statistically impossible task of showing 
that without protection there would have been appreciably more 
betterment. 

As public interest under a free trade Government with a 
ponderous majority shifted a little from ta.riffs to prices, at tlu'. 
time of that little price rise of the ’lO’s which seemed to us so 
huge, he came forward again with Jiis Pise in Prices and Gold and 
Prices of 1912. This \A as perhaps the class of economic work for 
which — as a non-matliematical economist —he was least well fitted. 
Contrasted with the Economic Organisation of 1914 it appears - 
he would have pardoned the notion — rather like a most versatile 
journeyman’s work placed beside the work of a master. (How 
many masters of monetary theory have been even aviu’age 
journeyman-historians ?) His account of it would j^robably have 
been that it was the economist’s business to give what he had 
towards satisfying each emergent public need and guiding an 
ill-informed public opinion. Those were not the days when 
every schoolboy knew what a cost-of-living index is and what is 
the hell of the inflationist. The two little essays were remarkably 
lucid. 

Just before war washed away old intimacies and divided 
friends, Ashley took the chair of the Economic History Section of 
the International Historical Congress of 1913 in London. To his 
great regret Schmoller could not be there ; but most nations were 
well represented, and it was not merely because the meeting was 
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ill London that Ashley was an obvious chairman; his claim 
had the fullest international recognition. Ten years later, in a 
Congress at Brussels, he and Pirenne ivere irking to knit up the 
ravelled sleeve of friendship among historical scholars. 

In a way, no doubt, the war brouglit him satisfaction, as it did 
to many who, after studying affairs, were called to share in them. 
Besides, he was passionately iiatrio tic, an un warlike imperialist; 
things which he prized were at stake ; and ho had something to 
give. When it was over and he was no longer young, he returned 
to the academic mill with some groaning -a common thing among 
dons summoned back from public life in 1019, and since, lie 
had scrv('d on a long row of increasingly important committees 
and had been knighted for his service in 1917. He liked the work. 
Fortunately for him, Birmingham, of which he w^as now Vice- 
Principal, w'as not too exacting, and he was able to add to his 
record of service, among others, the Boyal Commission on 
Agriculture of 1919 and the Agricultural Tribunal of 1923. Last 
came the Conimittee on Industry and Trade, for which his whole 
life’s w^ork had made him the ideal scholar member. On that ho 
was working almost until his life’s end. J. 11. Clapham 

An old pupil writes : — 

Those of us who started our university teaching career under 
Sir William Ashley will always think of him as a kindly, helpful, 
yet gently firm academic foster-father. His plan for juniors was 
as follows : A little, definitely limited, amount of teac^hing, plenty 
of time for research, meetings with all the interesting and 
important folk who came to Birmingham, a summer vacation 
among the industries of western Germany, take an overseas 
appointment for a few years if one offers, and do not be in a 
hurry to get married. At times lie fell into moody silences, and 
would pass us by without a word if wo met in the corridors; 
the mood might last for a fortnight, and then on the next meeting 
he would take you by the arm, steer you into an arm-chair in 
his office, balance himself on the fender with his back to the fire, 
produce cigarettes, and become the inquiring father eager to know 
how “ the book ” was progressing. 

As a teacher he could apply the Socratic method with great 
skill, and managed to disentangle with infinite tact the confused 
language and more confused thinking of foreign students especi- 
ally. In the weekly seminars or eonfcrencc.s he would fall heavily 
on any vague sentimentalities of students w9io in tluiir papers 
had been soaring off in a leftward direction, but just as the 
unfortunate victim was beginning to feel he and his ideas were 

zz2 
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apparently thoroughly worthless, W. J. would wind up the dis- 
cussion with half a dozen sentences in which he admitted his 
cordial agreement with at least some of the reforms advocated 
by the student. As a lecturer his slow speech and long pauses 
made it easy for students “ to get him all down,” and many 
notebooks must have been verbatim reports. One was never 
quite sure how much he enjoyed teaching commerce courses; 
he was proud of being a pioneer in that field, and his handling 
of such technicalities as goodwill, reserves, premium bonuses, etc. 
was masterly. But even in a course that dealt with such topics 
he always seemed to linger most fondly on those sections which 
dealt with the rise of markets, the theory of price, the history of 
fluctuations, and other theoretical or historical themes. 

To colleagues and students his house was always open. 
Almost every Sunday afternoon at Edgbaston he gathered in at 
least a dozen guests for afternoon tea; he was usually in high 
spirits on those occasions, teased one and all, sang an occasional 
folk-song, or treadled vigorously on one of those early piano- 
players which looked like a small harmonium fitted on to the front 
of a piano. Then three or four of us would stay on for high tea 
with the family, and for an hour’s browsing among the newest 
works on economic history which had been sent by their authors 
to the pioneer in the field. If the new works criticised his 
Economic History and Theory — Don’t these clever young men 
realise,” he would remark, “ that i wrote that book in the 
’eighties ? Of course I was often wrong, for we were only just 
beginning to explore the subject then. The wonder is not that 
1 was sometimes wrong, but that I was ever right.” 

Like most human beings lie was openly delighted at the 
recognition accorded his work and worth. He enjoyed his work 
on Government inquiries, and his decision to live in Canterbury 
was largely determined by his desire to find a spot where he could 
hear good Church music and yet be within a two-hour train 
journey of Whitehall. He appreciated the conferment of knight- 
hood, ho liked to think ho w'as in charge of the first university 
w^ork in commerce in the British Empire, and was a little taken 
aback when I informed him that the University of Adelaide began 
its commerce courses in March 1902, while Birmingham did not 
start till the October of the same year. 


H. H. 
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Current Topics 

We regret to announce the death of Professor 11. A. Lehfeldt, 
the Society’s Correspondent for South Africa. Two recent books 
by Professor Lehfeldt {ire reviewed in this issue of the Journal. 
A notice of Professor Lehfeldt’s life and work will be published in 
the tlouRNAL for March 1928. 


The following have been elected to membership of the Royal 
Economic Society : — 


Abrams, M. A. 
Allison, J. E. 

Amos, E. P. 
Anderson, G. 
Archer, R. 

Arthur, (i. 
Ashworth, 11. 
Bacon, R. K. 
Banerji, S. 
Bateman, J. V. 
Beaumont, B. F. 
Bcldham, H. B. B. 
Bharatiya, S. U. 
Bober, iVuf. ]\L M. 
Brinkmann, Prof. 
Carl. 

Bromwich, P. A. H, 
Brown, N. C. 
Burnett, E. 

Cairns, A. 

Cairns, W. J. 
Carmichael, D. 
Carslake, A. E. 
Clack, H. J. 

Clemo, J. 

Cohen, V. 

Cole, G. 1). H. 
Cooke, H. A. 

Crews, R. J. 

Dane, A. 

Darwish, M. M. el-. 
Dastur, M. H. 
Dickinson, C. R. 


Dixon, S. E. 

Doyle, N. 

Edwards, W. 11. 
Eldridge, Prof. J. G. 
Eley, G. C. R. 
Elliott, Prof. E. A. 
Elliott, Rev. W. 
Emery, E. A. 
Erickson, A. E. 
Erulkar, D. S. 
Estrada, V. E. 
Ethell, J. V. 
Ferguson, R. W. 
Fitzgerald, A. A. 
Fitzgerald, G. E. 
Fleming, P. 

Flugel, Prof. F. 
Fraser, Prof. H. F. 
Fuller, W. G. 

Gale, C. H. 
Gangulee, Prof. N. 
Gaw thorp, W. R. 
Gerred, IT. 
Gregson, R. 

Griffith, G. T. 
Griffiths, 11. N. 
Guest, E. G. 
Hampton, F. W. P. 
Hann, Dr. 0. 
Hargreaves, F. B. 
Harmer, F. E. 
Helby, Capt. H. W. 
H., R.N. 


Hemingway, J. 
Henderson, T. 

Hill, Dr. T. R. 
Hinton, Miss M. B. 
Hobson, A . 
Hodgkinson, T. W. 
Hood, J. W. 

Hutt, W. H. 

Hynd, A. 

Tunes, R. K. 
Johnson, 1). D. 
Johri, Prof. C. B. 
Jones, J. D. R. 
Judges, A. V. 

Kellie, A. E. 

King, W. F. W. 
Kitchin, J. 

Lai, N. 

Lambert, Rt. Hon. 

G. 

Landau, Prof. S. 
Lankford, J. R. 
Launder, W. G. 

Lee, S. 

Lloyd, B. S. 

Louis, R. 

MacKinnon, K. W. 
McNair, W. A. 

Me Willie, G. 
Madden, J. 

Maher, Miss Amy G. 
Margetts, C. J. 
Mason, C. S. 
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^layman, (>. L. 

Reynolds, W. G. 

Taylor, Mi.s.s F. K. 

Milman, Brig.- (Jen. 

Reuchlin, H. 

Thomas, D. 0. 

L. C., C.M.G. 

Roberts, E. 

Thompson, G. F. 

I\reeker, J. E. 

Round, V. B. 

Thomjison, J. 

Mitchell, G.S.,Ph.D. 

Saunders, G. R. 

Thompson, L. P. 

Naess, E. D. 

Scott, J. A. 

Thomson, G. W. 

Naismith, If. J. 

Scott, R. 11. 

Travis, C. JI. 

Noah, 11. S. 

Sheen, P. C. 

Trevaskis, H. K. 

Notley, F. J. 

Singhal, .1, P. 

Trodden, Tj. F. 

Pari by, ,1. 

Spitzer, 11. Maria. 

Tyler, J. E. 

Partington, E. 

Stains, W. B. 

Warry, G. M. 

Polyzoides, A. T. 

Steel, J. 

AVeiss, Ih’of. F. X. 

Pommery, Prof. 

Stone, DeLano. 

Weller, G. A. 

L. A. 

S u brain ain an. 

Wilkinson, M. 

Poult on, C. P. 

T. K. P. 

Wood, L. P. 

Prasad, J. 

Sweet, S. P. 

Woodrow, G. 

Pugsley, P. W. 

Tattersall, Florence 

Wright, G. P. 

Pawnsley, P. G. 

M. 

Wright, \V. 

The following ha', 

.'e compounded for life hdlowship ; — 

Ashworth, Robert. 

Gawthrop, W. R. 

S tanners, 11. 

Beaumont, Bertrand 

Kitchin, Joseph. 

’Preva.skis, Hugh K, 

F. 

Opie, Redvers. 

Weiss, Prof. Fr;i.nz 

Cole, G. D. H. 

Richardson, J. 11. 

X. 

Eliott, Sir Gilbert. 

Scott, R. 11. 



The following have ])een admitted to Library mcmbeiship : — 

Jlanco Central dc (Jhile, Santiago. 

Labour Party and T.U.C. Joint Library, London. 

Servants’ of India Society, Poona, 

Borough of Fulham Central Library. 

Wo record with regret the deaths of the following I'ellows of 
the Society. 

Darling, B. (elected 1925) 

Carvan, Sir John ( ,, 1922) 

Lehfeldt, Prof. K. A. ( ,, 1908) 

Pritchard, E. ( 1925) 

Some additional copies of Nos. 1, 9, 37, 39, 41-43, 47, 50 of 
the Economic Journal arc required for the purpose of completing 
sets. The Secretary of the Ro 5 ^al Economic Society would be 
much obliged if any Fellows who can spare their copies of these 
issues would return them to the Assistant-Secretary, Mr. S. J. 
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Buttress, 6 Hiimberstone Road, Cambridge. A payment of 10^. a 
copy will be made for each copy so returned. 


The following papers were read at the meeting of the Economic 
Section of the British Association, held at Leeds on September 1-7 
this year : — 

Rationalisation of Industry (Presidential Address), by Professor 
D. H. Maegregor. 

The Instahllily of onr Economic System^ by Professor J. 
Schumpeter. 

Fallacies and Pitfalls of the N on-statistical Ecojioniist, by Dr. P. 
Sargant Florence. 

Some Evidence concerniny the Influence of Inheritance on 
Distribution, by Mr. J. Wedgwood. 

The Recent Course of Prices, by Sir A. Yarrow and Miss M. 
Tap pan. 

Innate Differences and Social Status, by Dr. M. Ginsberg. 

The Coal Mine/rs of the Eighteenth Century, by Mr. T. S. Ashton. 
The Economic Situation of Agriculture, by Mr. A. W. Ashby. 
The Theory of Copartnership, by ^Ir. C. J. Hamilton. 

Prof. Hallsworth was nominated as President of the Section 
for the meeting at Glasgow next year. 


The Resoarch Committee on Inheritance revised and printed 
the Questionnaire of wliich a first draft appeared in the Economic 
Journal for March 1927 (pp. 153-4). Copies will be issued to 
Departments of Economics, and in other ways it will be sought to 
circulate it among persons who are willing and able to give direct 
hel}) to this inquiry. It is hoped to obtain sufficient replies to be 
indicative of some broad facts regarding Inheritance, on which 
opinion is still vague. Copies of the (Questionnaire can be 
obtained from the Recorder, Mr. R. 13. Forrester, at the London 
School of Economics. 


The L^niversity of Cambridge will shortly proceed to appoint 
a Lecturer in the Faculty of Economics, in the room of the 
late Mr. Lavington. The initial pensionable stipend will be £200, 
rising by increments to £300, with an allowance of £150 if the 
Lecturer is not a Fellow of a College. This is exclusive of any 
income earned as an examiner or as a College Supervisor. 
Candidates are requested to send their applications, with such 
evidence of their qualifications as they think fit, to the Vice- 
Chancellor before February 1, 1928. 
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Professor Herbert Heaton has resigned the Sir John A. 
Macdonald Chair of Economics and Political Science at Queen’s 
University, Kingston, Canada, in order to succeed Professor 
N. S. B. Gras in the Chair of Economic History in the University 
of Minnesota, Minneapolis. 

The first four Special Memoranda, published in collaboration 
with the London and Cambridge Economic Service, have now 
been ssued to Fellows, namely : — 

1. A. C. Pigou ; The Economic Position of Great Britain. 

2. Quarterly Bulletin of Statistics, July 1927. 

3. J. M. Keynes and J. W. F. Rowe : Stocks of Stctple Com- 
modities. 

4. Quarterly Bulletin of Statistics, October 1927. 

No. 5 of the Series, to be issued in February 1928, will consist 
of the Quarterly Bulletin of Statistics for January 1928, and No. 6 
of a Bulletin of Statistics relating to France, Germany, Italy and 
Russia. 

The third Economic History Supplement of the Economic 
Journal will be published on January 1, 1928. 


Erratum 


By an oversight of the author the wrong figures were printed 
in Column IV of the Appendix Table to Professor Pigou ’s article 
on Wage Policy and Unemploymeni in the September issue of the 
Economic Journal, p. 367. The column is headed : “ Rates of 
money wages divided by Board of Trade index-number of whole- 
sale prices. 1913 = 100.” The figures should have been : 


1919 1 

83 1922 1 

132 1925 1 

2 

86 2 

126 2 

3 

84 3 

120 3 

4 

77 4 

114 4 

1920 1 

75 1923 1 

112 1926 1 

2 

77 2 

110 2 

3 

85 3 

111 3 

4 

96 4 

106 4 

1921 1 

121 1924 1 

106 1927 1 

2 

133 2 

108 

3 

128 3 

108 

4 

131 4 

106 


107 

113 

Ilf) 

117 

122 

124 

120 

120 

127 


The figures in Column V should have been printed as integers 
without decimal points. The diagram on p. 358 is based on the 
correct figures. 



RECENT PERIODICALS AND NEW BOOKS 

Siafisiical Jonrmh 

Vol. XC. Part IV. Trade. Association Statistics. P. l']LBorKNE. 
A discussion of methods hy Aviiich 1’rado As.soc*iat ion.s iiavc 
assisted, and may furllKT assist, in ercatini^ between comjietitois 
relations' of a co-operative kind. A main (picsl ion is 1 he rediict ion 
of the secrecy complex, and in tlii.s connection a scluum* of coding 
is sugg(.\sted in d('tail; others are the mutual organisation of 
forecasting, of indices of production and demand, of manage- 
ment ratio.s,” and of ” budgetary control.'’ The American Trade 
Association movement is explained as a typical form of ad\'ance 
in many of these respects. Pre-war and Post-war Taxation. 1). 
(’arai)O(J doNKS. The inquiiy of Sir If. Samufd is brouglit up to 
date, with nderenoe also to th(3 Report of the Polwyn ( ommittee. 
Comj)arison is sought lad ween the amount and proport io?i of 
income paid in taxation before the war and in P,)2o-() in tlui eas(‘ 
of (1) an urban workman with family responsibilij i('s, pj) a 
typical middle-class family, (3) families enjoying higher inconU'S 
of preseril)e<l amounts nominally unchanged. Further, it is 
atteinjiled to find what contribution is made through indio'ct 
taxation towards th<^ ease of social services by those who dircetly 
benefit, especially tho.so at the poverty lituu Th(‘ inquiry is 
('xhaustive, and an imymrtant social (iociinu'nt. The World's 
Stock of Money, il. A. Lkiikkldt. 

The. Sociological Bevicir. 

July, 1027. Sociology and Econoynics, P. J. ]fr(iHKSi)ON. Pro- 
fessio7iaJ Workers and Organisation, (t. W. TuonPsoN. The. liisr. 
of the. Danish Peasantry, P. Ma>\nic}JE. Deals with the co- 
operative moveme’'t. 

Quarterly Journal of Economics (Ifarvard). 

August, 1027. Is there a Biological Law of Human Population (irowth ? 
A. 13. Wolfe. A criti(;al study of Pc'aiTs logislie formula, d’hr 
author is .see])tical of tlie a])|)Ueatiou of rational, as distinct from 
empirical, formula' to the growth of human population, in view of 
many significant factors of human culturi'. The (lold-E.rehange 
Standard. J. L. LAronuN. A historical (‘xami)'jatiou, ksiding to 
the eonelusion that the error of the gold-exebauge reasoning 
consisted in assuming the quantity theory, inst('ad of the efrutieney 
of redemption, a.s explanatory of tlu' value of token moiuy. In 
time, also, rech'mption for foreign trad(t purpcjses only heeonu'S 
in.su file lent, and a moiK'y .suited for large, traiisaetions is needed at 
home, llcnce gold-exchange, hecoim-s a transit ional rather than a 
.special kind of standard. The Popper Mining Industry in the. 
United States. F. F. Richter. The lateral and vertical organisa- 
tion of copper shows a great variety of types, and contrasts in 
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important respects with that of iron and steel. Germany's Foreign 
Trade Terms in 1899-1913. N. Molodowsky. The Amerimyi 
Rice-growing Industry. A. H. Cole. Tawney's Religion and 
Capitalism, and Eighteenth-century Liberalism. 0. H. Taylor. A 
vigorous criticism leads to the conclusion that the leaders of 
Liberalism, from Grotius to Mill, were not simply the prophets of 
self-interest. 

Review of Econmnic Statistics (Harvard). 

JcLY, 1927. Revision of Curve A, Speculation, of the Index of General 
Business (Conditions. It is found desirable to modify the present 
Curve A, so as to make a correction for secular trend ; and also so 
as to exclude from it the series for bank debits. Several reasons 
are giv^en for the latter change. In addition, the Dow-Joncs 
average of industiial stock prices is replaced by the new Barron’s 
averages for railroads and industrials. The now curve is obtained 
by taking simple averages of the two Barron’s series, the railroad 
average being measured from a fitted straight lino, and the 
industrial average from a compound interest curve. Little change 
is required in the series up to 1922 ; but since then the new curve 
shows a less marked upward trend, though the record of shorter 
fluctuations is similar. The new .series is therefore joined since 
1922 to the old. The elimination of bank debits results in a more 
regular index of variation. An Arialysis of Bank Statistics for the 
U.S. {IV). The National Banks, 1915 20. The Physical Volume of 
Production in the U.S. for 1920. The year was one of extraordinary 
growth. Mineral and industrial production have established 
new records, and have been maintained continuously in more than 
normal voIuuk' for tlu^ past four years, a record not equalled at any 
time for which data arc available. Review of the Second Quarter 
of the Year. 


Aynerican Economic Review. 

September, 1 027. Orientation of Economics on Enterprise. F. B. Haw- 
ley. A restatement of the ideas first put forward in the author's 
Eyiterprise and the Productive Process in 1907, and a claim for 
reconsideration of his scheme as a whole, on the ground that there 
has been a recent approach to many of its prini.iples. Does Trade 
follow the Dollar ? A P. Wtnston. A study of the trade in 
railway materials to certain markets gives a negative answer. 
Factors affecting the Bargaining Power of Workers in the Glass Bottle 
Industry. II. La Rite Fratn. An important study of the 
influence of mechanical devices, which are said to have reduc('d 
earnings to the level of semi-skilled workers. Operating Combina- 
tiotis in Canadian Industry. V. W. Bladen. This short note 
supplies for Canada figures from the Census comparable to those 
obtained for the U.S. by Dr. Thorp in his well-known monograph 
on the Integration of Industrial Operation. Mathenmtics in 
Ecxynoniics and Business Statistics. W. L. Crum. A Salt-Famine 
in Ecuador. F. W. Fetter. 

Journal of Political Economy (Chicago). 

August, 1927. Theoreticxil Considerations relating to Supply. H. 
Schultz. Continuing the author’s examination of conditions of 
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del Hand (October-Deceinber, 1925), the relations are discussed 
})ctweon the theoretical cost curve, the accounting cost curve (or 
particular expenses curve), and the supply curve. The derivation 
of the fitniisticnl supply curve remains to be considered. A Hr- 
examination of the Doctrine of Ccmiparativc, Costs. K. kSiMcsoN. A 
critique of classical theory based on the quest ion of moneyas distinct 
from sacrifice costs, and on the attitude of entrepreneurs to the 
“ total advantage ” of trade. The Entrepreneur in Economic. 
TAterafure. (>. A. Tuttle. “ The emergence anti final difl’erentia- 
tion in economic literature of the function of ownership of tlu^ 
bu.sincss, viewed as an organised unit, as the distinctive function of 
the entrepreneur.” Investment Activity in the Period lOlO 25. 
A. 0. (ViONS. [nduslrial Relations in the Pottery Industry. T). 
Kennedy. Effective Regulation of P ublic Utilities. C. E. Clahk. 

Political Science. Quarterly (Columbia University). 

kSKPTEMRER, 1927. Political and Social Philosophy of the Carpenters' 
Union. E. E. (h MMiNS. A stmly of tlu^ attitude of the largest 
and strongest of the craft unions afiiliated with the American 
Fe(kTation of Labour, in view of its innuence on other craft 
unions. 

Aniial'i of the American Academy of Political and Social Science. 

(Philadelphia). 

SeptExMREH, 1927. This number deals with various aspects of th(‘ 
question of Planning for City Traffic. The general headings are - 
(1) planning for increased traffic facilities, (2) traffic control, (.‘1) 
])lanning to prevent accidents, (4) traffic problems and the modern 
city plan, (5) city [)lanning and traffic congestion. 

Wheat Studies (Food Research Institute, Stanford, California). 

Auoust, 1927. Reactions in Exporting and Importing Countries to 
Changes in Wheat Prices. A study of the general attitude towards 
high and low prices respectively in Europe and the United 8tat(‘s. 

SKrTE.MHKR, 1927. Survey of the Wheat Situation, April to July, 1927. 
The outlook for trade and prices in 1927- 28, though obscured by 
the lateness of Canadian and European crops and uncertain 
prospects in the kSouthern Hemisphere, is for a normal wheat ycair. 
Carry-ovens, especially in Canada, Argentina and A\istralia, were' 
larger this year tlian last. 

Revue d'Economie Politique. 

May-.June, 1927. Le prohleme des previsions cconomiques anx filaU- 
Unis. A. Aftalion. A critical rcvi(‘W of the systtnus of Moon', 
Fisher, Karsten, Holbrook Working, and Harvard. The develop- 
ment of qiiantitative economics must not, howovtT, be separatc'd 
from theoret ical analy.si.s, and it is uoco.s.sary to keep in view “ non 
pas de\ix domaiucs separes, mais deux disciplines qui sc pefnetreront 
intimement pour leur phis grand progres a I’lmo et a rautre.” La 
taxation de Vc'pnrgne. Umberto Riccr. An analysis of the 
problem of the ” double taxation ” of savings, and ('Sjiecially (4‘ 
the argument of l^linaudi. The conclusion is that the theory of 
double taxation is a fallacy. Im Conference economique inter- 
nationale de Geneve. R. Hofitiebr. 
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July-Aitcjust, 1027. Observations sur VinterH du capital, O.-H. 
Bou.sgnKT. A fli.sou.ssion ba.se(l largely oi) the arguments of Marx 
and Schumpeter. 

Rcvup dn ritislitui da Socioloijia (Brussels). 

JrLY-SKPTKiunER, 1027. IJiyijlufncc das difficAdtcs economiques d^aprL^- 
guerre sur la population Allemamle. G. Jchok. An interesting 
study of vital .statistics in Germany. JJacquisition du “ se^ts 
social.'' L.-A. Fourkt. 

Jahrbiicher fiir Naiionalokonomie nnd Slalistik (Jena). 

July, 1027. Ikr AusgangspunJct der tJieoretischen Naiionalokonomie. ^ 
eine. Jiuseinandersrhung mit Gustav Cassel. 0. Conrad. A 
discussion for the purpose of clarifying Casscl’a treatment of Laml 
and Capital, Interest and Rent; Cas.sel’s work a.s a whole being a 
new departure in economic analy.sis. Znr Kritik der Preistheorie. 
II. 8ciiac:k. The theory of absolute prices; the psychological 
theory; the tlieory of relative prices. 

Ar(;r.sT, 1027. Die Erqehnissc der Weltu'irtseliaftskonferenz. IC. 
Hanto.s. 

Sju’Trmhkh, 1027. Die Casselschen Gleichungen und die mathemaiische 
W irtschaftstheorie . E. Sciiam.s. A critical examination of the 
content, and consistency with oilier assumptions, of Cassel’s 
ecpiations of price. Dkkontopolitik und Praise, T. Kornfkld. 

Weltwirtschaftliches Archiv (Jena). 

October, R)27. Zur Theorie der Wechselkursa. A. Mahr. ZaJdtings- 
bilanz, Kaufkraft, und Wecluselkurs, K. Koranyi. Th(‘se papers 
contribute complementary and exhaustive di.-^cu.ssion.s of the theory 
of exchange as jircsentecl by modern authors. Zuin Problem der 
nordischen Mimzunion. A. Nielsen. Die Weltwirtschaftliche 
Lage im Spiegel das Schrijltums der Weltwirtschaftskonferenz. K. 
Prtbram. A complete review of the evidence from particular 
industries, and of the discursive memoranda. 

Vierteljahrsh'fte zur Konjunkturforschung (Berlin). 

2 Jahrgang. Ileft I. Detailed reference is made to a general upward 
price trend which, tir.st noticeable in February, had by May 
provoked money market stringency and a Stock Exchange crisis, 
although gcmcrnl jirici's wen^ beloAv those of ll)2r). Productivity 
had increased notably and unemployment had declined from 
ni. to U m. ; both had been influenced considerably by the 
new Rationalisation policy. But satiation of home markets was 
leading to greater activity in export trades, and still more was 
expected as a result of the cumulative effects of stabilisation and 
the economic recovery of European customers. 

Sonderheft 3. Die. A grarkredite. A study occasioned by t he difficulties 
of German agriculture in 1925-6, and continuing some results 
already given in issues of last year. This number deals chiefly 
with real and personal agiicultural credit since tlie currency 
stabili.sat ion. 

2 Jahrgang, Heft 2. At the end of August 1927 the Conjuncture 
had entered the phase of high activity, and was, in general, 
approaching a maximum. 
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Zcitschrift fur die Gcsamte SUmtsirissensckaft (Tubingen). 

July, 1927. Die Ansgestaltmig des Listschcn Nationalitdtspriuzipa 
durch Kugen DuJiring. I’rof. Albrkcht strongly supports 
Diihring’s emphatin assertion of the truth of List’s principle of 
nationality. Duhring, who was an ardent disciple of List, lays 
insistenc(? on the fact that he did not overlook the cosmopohtaii ” 
ideas of the classical school, but regarded them as fundaracntally 
abstract as compared with his practical conceptions. IMorcover, 
List only applied his principle to protective tariffs, and tlius in 
effect acted on Adam Smith’s axiom that defence is of more value 
tlian opulence. Wirtschafistvissensekaft und Ilandwcrkcrpolitil:. 
G. Halm. Die Ncuordnung dcr deuischen Arbcitsgcrichlr. I*. 
WoLBLixo. Werner Sombarls “ Prolefarisehcr Soziaii.vnusP 1>. 
Lpistkr. Edgeworth's Papers. Prof. Amonx, of 'I’okio, holds 
that Prof. Edgeworth was greatly under-estimated, chielly because 
of his complicated mathematical methods, but iilso because he 
left his conclusions to be drawn by roarlcrs. Yet he demonstrated 
that mathematics have a great value for the higliest generalisa- 
tions, and even for most important concrete })roblcms. He might 
perhaps be criticised for employing tlic Differential (^rlculus in place 
of the Method of Determinants. The letjture on the “ Aims and 
iVrethods ” of Political Economy Is his best piece of work; yet all 
he wrote had real scient ific w'orth. 

Schmollers Jahrbuch (Munich and Leipzig). 

June, 1927. Sombnris Drifter Band. Prof. Scjiumi’KTER writes an 
appreciative rcview% and declares that Sombart accepts the now 
generally recognised axiom that the theoretical must be inter- 
woven with the historical method. Although 8ombart disclaims 
Marx, there arc many paralhds in their work, and Sombart owes 
much to him. d1ic chapL'r on types of ])usincss organisation is 
a very cnlighL'iiing analysis. Mo less instriKdive is t he section 
devoted to industrial technique, where tSornbart is very optimistic; 
as to probable future reactions on jwoductivity. Ho atso stres.scs 
the significance and effectivone.ss of .systems of scientific manage- 
ment. Karl Mengers Grundsdfze der Weltswirtschaftslehre. O. 
ENorANDER. Prinzipmi der Wirtschift. Dr. Streller writes 
very critically of Berthold Josephy’s recent book on Principles, 
arguing that it is impossible to erect a metaphysical structure 
equipped only wath the tools of logic. Th u.s, in explaining Interest, 
it is not enough to say it is the outcome of “ ecorioniic purposeful- 
ness,” for this neglects the ])roblcm of how' Interest is paid. 
Friedrich List und die Lehre von den Zollwirkungen. Dr. 8c;iiojiN- 
BECK Avrites to demonstrate how' List’s doctri/ie of Customs 
Working is confirmed by recent research in tlu; woollen and cotton 
industries as to the effect on internal prices, t'crlain points of 
divergence are indicated and examined. Die Entstehung der 
Kapitulationeji in den islarnischcn kStaaten. W. Hefeemn(L 
Friedrich Nicohis Einjlusz auf das deutsche Verlagsrecht. R. 
Passow. 

August, 1927. t^ber die Kriterien u)\d Entwicklnng politischer 
Parteien. 11. Michels. Zur Lehre von der Produktivitdt. K. 
Diehl. Zur Kritik des Bohm-Bawerkschen Wertbegrijfs und seiner 
Lehre von der Meszbarkeit des Wertes. E. Clutsky. Die Stel- 
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InngnaJnne dcr Arbeiter gegeniiber der Gcwinnbctciligung und dem 
Coparinership-Systan. Prof. Totomianz writes an interesting 
article analysing ])rofit-sharing and copartnership on the basis of 
the history of individual schemes tried in various countries. Ife 
also examines the current attitudes of trade unions and politi(^al 
j)arties, whicli are wholly unsym])athetic. He concludes that 
since unions exist to improve the workers’ position in the 
capitalist fraincivork, the balance of wisdom is again.st tlieir 
present short-sighted j)olicy. “ Lribor Banks ” in Aynerika. P. 
Dhky. An exhaustive, account of their evolution, wdth a sys- 
tematic survey of their present scope, and wifcli s])ecial attention tt) 
tlie worker as a shareholder. Die volks- und bctricbswirischafl- 
Uchc Bodeutung der Hanptzweige dor deutschcyi Landwirtschaft, uynl 
ihre Bntwirklung sell der Vorkriegszeit nacli der Sfatlstik der 
Produklionswerte. W. C 1 jAA.s.sen. A survey of the various 
branches of German agriculture constituted mainly of statistical 
tables illustrating changes observed in 1911-13, 1921 and 1925. 

Gioryiale degli Econoynisti (Milan). 

Junp:, 1927. Gli investmcMi induslriali hi regime di svalnfazione. 
Luigi FiiEnuKK.T. An analysis of some of the factors influencing 
the direction of investment during a period of currency deprecia- 
tion. La te.oria, dclV ayyiortayneyito dell* hnpostay e Vhnposla 
personale sul reddito. PtEiszo Fubinj. The first of two articles on 
the capitalisation of taxation. It is contended that this i)he- 
nomenon lias a much widiT application in the field of taxation 
than lias often been supposed. Not only does it appear in the casii 
of differential taxation, but “ the imposition of a general uniform 
tax upon incomes depreciates capital values uniformly, in the first 
instance — assuming no change in the general rate of interest.” 11 
Porto di Napoli. F. MiLOMi. The conclusion of a long series of 
articles on the port of Naples. Naples, ha ving lost, most of its pre- 
war importance as an embarkation port for emigrants, is now 
dependent on the movement of goods. Tliis must iiltimat('ly 
depend on the industrial development of the hinterland, thougli 
the lack of raw materials, coupled with other disadvantages, does 
not afford ground for much optimism in this direction in the near 
future. 

Jui.Y, 1927. Note sopra un rerente esperimento ynonefario. Antonio 
Vlam. a brief account of the stabilisation of the Belgian franc, 
'riie general results are held to bo favourable, but criticism is 
directefl against the unduly high rate at which the franc W7is 
stabilised “ in a moment of panic, under the pressure of foreign 
banks and domestic industrialists.” 11 Porto di Genova net 1925. 
F. P. 

August, 1927. Gli investimenti induslriali in regime di svalutazione. 
Giacinto ^Iotta. a criticism, by one of the leaders of the Italian 
electrical industry, of the article under the same title by L. 
Frederici in the Juno number of the Gioryiale. La. teoria deW 
amortamento delV iryiposta e Vhnposta persoyiale sul reddito. Renzo 
Fubint. The probable effects of a change in the tax system of a 
country on the capital values of real estate, plant, securities, etc., 
are analysed in detail, on tho assumption that the basis of the 
.system is shifted from tho “ real ” taxation of tho not product of 
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land, industry, commerce, etc. to the personal taxation of all 
incomes. 


La m forma Sociale (Turin). 

JuLY-AuausT, 1927. Francesco I sidoro Edgeworth. Achille Lojiia. 
A very appreciative memoir of tJio late Professor Edgeworth, wJio 
“ of all the English economists of the last generation was tlu^ one 
to whom I was linketl by the most affectionate memories of 
devotion and intellectual comradeship.” Le. riccrchi scientifico- 
mdustriaU in Inghilterra. Buuno EoA. A survey of the work 
of the Department of Scientific and Industrial Research and of the 
Associations for Industrial Research subsidised out of public funds. 

Scienfia ( Bologna) . 

October, 1927. La dispersion de Vhonune sur la surface terrestre. 
A. A. Mendes-Corr^ia. While mainly anthropological, is of 
considerable interest to economists. 

T)e Economist (Rotterdam). 

July-August, 1927. Termijnhandel te Amsterdam in de cm Vide 
eeuw. J. G. VAN Dillen. Over Aceijnzen, 1. J . van der Poel. 
Uit de schriftelijkc mdatenschap van Mr. N. G. Pierson. C. W. de 
Vries. 

September, 1927. ” Koopkracht ” en ” Credietmfiatk.'' T. Greid- 
ANUS. Over Aceijnzen, II. J. van der Poel. 

October, 1927. Eeii en ander over Dal answaar deicer. A. J. Saupjr. 
De bevolJcingsmeerdering in Nederland. E. W. ’t Hooft. Een 
Qeldproblcem. De vaste Markenkoers van 4.20 per dollar. A. J. W. 
Renaud. 

Indian Journal of Economics (Allahabad). 

January, 1927. Includes the papers read and discussed at the tenth 
Economic Conference of the Indian Economic Association, in 
January 1927. The subjects chiefly dealt with are currency and 
taxation, by representative Indian economists. 

April, 1927. An agricultural number. The Problem of Fractionalisa- 
tion of Holdings in India. H. Muker.tt. Peasant Projnietorship. 
P. J. Thomas. Some Village Studies. S. R. Deshpande and 
G. S. Ghurye. Agricultural Industries. N. G. Kanga. Marketing 
of Agricultural Products. J. Guleri. 

Reviskt Nacional de Economta (Madrid). 

July-August, 1927, Tres uhos del Nuevo Regimen Ferroviario. 
F. J. Ontiveros. Jjos Haciendas locales. A. H. Ortuno. El 
monopolio did Petroleo. F. Villanueva. El probhma de la 
tierra y la doclrina georgista. F. G. Martsual. Dindmlca. del 
cambio de la jxseta. 0. F. Banos. TJiis artickj coneludes an 
important statistical and theoretical investigation on the .Spanish 
exchange. El Segnro en Espaha. M. Espana. Aspecto coinercial 
del problerna de electricidad en Espaha. F. S. Olives. 

Economic Review (Kyoto). 

July, 1927. Economics and Morality. K. Tajima. The application 
of Confucian ethics to economics. The Purposes and Substance of 
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Taxation. M. Kambe. Undue importance has been given to 
revenue as the purpose, and therefore also to money as the 
substance of taxation. The Decay of the Samurai Class. E. 
Hon.jo. The Qne.'ition of Population in Japan. JST. Yamamoto. 
Tile ])ositi\e policies of increasing food supply and employment 
are to bi‘ prefiu’red to negative policies of limitation of growth of 
population. The Effects of Shipping Competition on Freight Rates. 
yS. Kojima. In this continuation of his previous article, the 
author finds an arithmetical determination of the “ laying-up 
point " of tonnage, in terms of the rates of freight. He also 
considers again some sf)eeial results of the problem of line as 
against tramp conditions. Agricultural Credit in Korea. 8. 
K AW AD A. 


International Labour Review (Genev^a). 

JrLY-SErTEMJ3En, 1927. The Evolution of a Wage-Adjustment System. 
J. Jt. liKLLERBV. A diseussioii of the problem of the just wage, 
and of the machinery required to work it out. An initial distinc- 
tion is made bet\v(‘en the “ just ” wage as the “ ])oint to march on ” 
and the " most Ijeiicficial ’’ wage, since at any time it may not be 
e.\pedient to attem})t to reach justice in one stride. The author 
considers that eeonomie justice is to be worked out, like other 
forms of justice, according to the development of a community 
sense by continuous administration umler eompedtmt authority for 
the purpose, A fundamental distribution is made bed ween those 
wage disjmtes nhieh are of the type wage-earners versus non- 
wage-earners,' ' since an advance in wages could in such cases be 
substantially paid out of profits, and those of the type waige- 
eariiers versus other wage-earners,” wdiore an advance must come 
out of prices, or employment elsewhere. In the former case, there 
sliould be consistent application of the principle of paying ‘‘ what 
the industry will bear;” an increase in efficiency should be 
accompanied by a rise* in v/ag<'s, since otlnu wise there will he an 
excess of output over consuming ])ower, and a depn'ssion. (Is 
there not some confusion hero between real and monetary dis- 
tribution?) In the latU-r case, the adjustment is more di&icult, 
and requires the pieparation of a '* Schedule of Skill ” for wage 
differences. This in turn wdll require some central authority to 
supervise adjustment for industry as a whole. Particular wages 
should be moved so as not to conflict wdth, but where necessary to 
conform better to, this iSehcdule. The author’s general assump- 
tion is that market equilibrium can conform to an equilibrium 
determined in this waiy, though he repeats the qualification that 
” those criteria of justice can do no inoi’o than jmnt the direction of 
the desired solution.’’ He ooneludes with a critical study of 
existing machinery in various countries. 

JriA", 1927. State Enterprises in Australia. J. B. Brigden. 

ArousT, 1927. The Correlation between Seasoml Unemployment arid 
Certain Social and Economic Phenomena. J. Janko. The varying 
effects of seasonal fluctuation in Czechoslovakia ; the correlation 
is worked out in relation to vital statistics and trade disputes. 

September, 1927. The Christian Trade Union Movement in France, 
M. Turmann. 
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NEW BOOKS 

Briiish. 

Benn (E. J. P.). Trad(‘. Benn : 01*. Pp. SO. 

Bhatnagar (B. G.). The Co-operativ(^ Orj.;anisation in British 
India. Allahabad; Bam Narain Lai. 7", pp. 321. 

BrKHARiN (N.). The Economic Theory of the Leisure Class. 
Martin Lawrence. Si", pp. 220. 

Bltrns (A. B.). Money and Monetary Policy hi Early Times. 
Kogan Paid. Oi", pp. 517. 25^. 

CoYA.TEE (J. C.). I'lie Beserve Bank of India. Calcutta : The 
Book Co. 7.1", pp. 37. 

Cole (G. D. H.). The Economic System; an elementary outline. 
Longmans. 0.]", pp. 90. Is. 

CoLMAN (G. M.). Capitalist Combines. Longmans. 61", pp. 90. 

Is. 

Creedy (P.). Human Nature in Business. Benn. 81", pp. 345. 
125. Qd. 

Bane (E.). Wages and Labour Coats ; a statement of the economic 
laws and theory of wages. Macmillan. 7J", pp. 194. 45. 6f/. 

Davenport (E. H.). Railways versus Roads. General Press. 
8|", pp.24. l5. 

Eisher (H. a. L.). Paul Vinogradof! : a memoir. Clarendon 
Press, 82", pp. 74. 55. 

Gupta (J. N.). The Foundations of National Progress : a scheme 
of constructive work for an Indian Province. Calcutta. 94", pp. 282. 

Halevy (E.). a History of the English People, 1830-1841. 
Translated from the French by E. I. Watkin. Fisher Unwin. 8^", 
pp. 372. 215, 

Innis (H. a.). The Fur Trade of Canada. University of Toronto 
Library. 9". pp. 172. 

Iyengar (S. K.). Studies in Indian Rural Economics. P. S. King. 
Sy, pp. 195. 155. 

Jones (A. I\l.). The Rural Industries of England and Wales ; a 
survey made on behalf of the Agricultural Economics Research 
Institute. Clarendon Press. 1927. 8^", pp. 123. 5s. 

Jones (H.). Modern Denmark ; its social, economic and agricultural 
life. P. S. King. 7i", pp. 83. 25. 6J. 

Knight (M. M.). Economic Hi.story of Europe to the end of the 
Middle Ages. Allen & Unwin. 8J", pp. 260. 125. 

Leake (H. M.). Land Tenure and Agricult\iral Production in the 
Tropics. Cambridge ; Heffer. SJ", pp. 139. 7s. 6d. 

Levy (H.). Monopolies, Cartels and Trusts in British Industry. 
Macmillan. SJ", pp. 356. 145. 

Lewis (E. I.) and King (G.). The Making of a Chemical : a guide 
to works practice. Benn. 8J", pp. 288. 125. 6d. 

No. 148.—VOL. xxxvii. 3 A 
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Macmillan (W. M.). The Cape Colour Question : an historical 
survey. Faber and Gwyer. 8', pp. .302. 215. 

Mond (A.). Industry and Politics. Macmillan. 8J", pp. .337. 
125. 6d. 

Morison (S. E.). The Oxford History of the United States. 
Clarendon Press. 8^'", 2 vols. 325. 

Riazanov (D.) (Ed.). Karl Marx : man, thinker, and revolu- 
tionist. Martin Lawrence. 8J*', pp. 282. 65. 

Riazanov (D.). Karl Marx and Friedrich Engels. Martin Law- 
rence. 8", pp. 224. 75. 6d. 

Simons (A. J.). Holding Companies. Pitman. SJ*", pp. 192. 
IO 5 . 6d. 

Stamp (J. C.). On Stimulus in the Economic Life. (The Redo 
Lecture.) Cambridge University Press. 7J*, pp. 68. 35. 

Stephenson (J.). A Statistical Atlas of the World. Pitman. 
13", pp. 1,37. 75. 6d. 

Stoneham, Ltd. A Classified Guido to Business and Commercial 
Books. pp. 66. Gratis. 

Thakur (B. T.). Organisation of Lidian Banking. Calcutta ; 
Lai Chand & Sons. pp. 469. 215. 

Todd (J. A.). The Cotton World. Pitman. 7", pp. 236. 5s. 
Unwin (G.). Studies in Economic History. The coilcctcd papers 
of George Unwin; edited, with an introductory memoir, by R, H. 
Tawney. Macmillan. SJ'', pp. Ixxiv d- 489. 15s. 

Vernon (Lord). Coal and Industry : the way to peace. Benn. 
8i^ pp. 40. 25. 6d. 

Weber (M.). General Economic History. Translated by Frank 
H. Knight. Allen & Unwin. SJ'', pp. 401. 125. 

Wolff (H. W.). Co-operation in Lidia. (2nd ed.) W. Thacker & 
Co. SJ", pp. 298. 135 . 6d. 

WoRSWiCK (T.). The Economic Resources of the Empire. Pitman. 
7\ pp. 167. 65 . 

American. 

Beman (L. T.). Selected Articles on Old-Age Pensions. New 
York ; H. W. Wilson Co. 7J", pp. Ixxii + 359. $2.40. 

Copeland (M. T.). Problems in Marketing. (3rd revised edition.) 
Chicago & Now York : A. W. Shaw Co. pp. 817. $5. 

Hall (L. W.). Banking Cycles. London : Milford. 9^ pp. 173. 
125. 6d. 

James (F. C.). Cyclical Fluctuations in the Shipping and Ship- 
building Industries. Philadelphia ; Westbrook Publishing Co. SJ", 
pp. 91. 

Kilborne (R. D.). Principles of Money and Banking. Chicago & 
New York : A. W. Shaw Co. 8", pp. 559. 

Lttndqutst (G. a.) and Carver (T. N.). Principles of Rural 
Sociology. Boston : Ginn & Co. pp. 484. 125. 6d. 

Miller (H. E.). Banking Theories in the United States before 
1860. Harvard. SJ", pp. 240. II5. 6d. 
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Poliak Prize Essays. By R. W. Soutcr, F. L. Olmsted, C. F. 
Bickerdike, V. V. Novogilov. Newton, Mass. ; Poliak Foundation. 
8J^ pp. 131. Jl. 

Sanderson (D.). (Ed.). Farm Income and Farm Life: a 
symposium of the social and economic factors in rural progress. Pre- 
pared by a joint committee representing the American Omntiy Life 
Association and American Farm Economic Association. Univ. of 
Chicago Press. 9*, pp. 324. 16^. 

French. 

BoTJSQtJET ((t.-H.). La restauration monetaire et fmancBre de 
I’Aiitriche. Riviere, ly, pp. 158. 8/r. 

CiORTCEANU (G.). La detto imblique do la Roumanie. Ciard. 
9^ pp. 119. IG/r. 

Divista (F.). ficonomique Rationelle. Preface de M. C. Colson. 
Doin et Cie. 7", pp. xxxii, 443. 30 fr. 

Fournier (II.). La reforme financiero et monetairo en Belgique. 
Giard. 9f , pp. 201. 25 /r. 

Mitzakis (M.). Le rel^svement financier dc la Hongrie et la Societe 
des Nations. Les Presses Universitairea de France. OJ", pp. 418. 

Teilhao (E.). L’muvre economique do Jean-Baptisto Say. 
Alcan. 9", pp. 392. 35/r. 

German, 

Birck (L. V.). Technischer Fortschritt und (Jbcrproduktion. 
Jena: Fischer. 9J'', pp. 26. 1.10 w. 

CoLLiNGS (H. T.). Die Kapitalexpansion der Vereinigten Staaten 
in Latinanierika. Jena : Fischer. pp. 24. 

CoLM (G.). Volkswirtschaftlicho Thcorie der Staatsausgaben ; 
ein Beitrag zur Finanztheorie. Tubingen : Mohr. 9 J'', pp. 83. 4.80 m. 

Furstenberq (H.). Dreijahre Goldwahrung. Berlin: Springer. 
9", pp. 73. 

Hauel (W.). Die Besteuerung des Tabaks in Deutschland. 
Hamburg : Brunnler. 8J", pp. 160. 

Heck (K.). Der Aufbau des britischen Reichs. Berlin : do 
Gruyer. OJ", pp. 152. 6 m. 

ScHACHT (XL). The Stabilisation of the Mark. London : Allen 
& Unwin. 8^'', pp. 247. 8.9. 6d. 

SenuLTZB (E.). (Ed.). Ruhrbesetzung und Weltwirtschaft. Leip- 
zig : Gloeckner. 9^*', pp. 256. 14 m, 

SusAT (W.). Cber die Beziehungen zwischen Ausscnhandcl und 
Volks wohlstand. Kieler Vortrage, 22. Jena : Fischer. Pp. 24. 


Italian. 

Acerbo (G.). Studi riassuntivi di agricoltura antica. Rome. 
Arena (C). Problemi Italiani del lavoro. Rome, Colombo. 
Arena (C.). Italiani per il mondo. Milan. 
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Chessa (F.). La classificazione clei rischi e il rischio dell’ impresa. 
Rome : Tipografia Belle Terme. pp. 127. 

Hurry (T. B.). La poverty cd i siioi circoli viziosi, con profazionc 
Oraziani. Torino, Bocca. 

Lorta (A.). Ricordi di nno atiidcntc scttuagenario. Bologna : 
Nicola Zanichclli. 7J", })p. 99. 10 lire. 

Rica-Salerno (P.). I costi associati nell’ odicrna orgaiuzzazione 
dell’ impresa. Palermo. 

Rosselli (N.). Mazzini e Bakounine. Torino, Bocca. 

PiETRi-ToNELLt (A. de). La Borsa. Seconda ediziono. Milan : 
Hoepli. 8", pp. 359. 18 lire. 


Dulcli. 

VAN Genecitten (R.). Be oniwikkc'ling der waardelt‘cr sind.s 1870. 
(Th(i development of the theory of value after 1870.) Amsterdam : 
Uitgevers Ma£it.schaj)pij HIsevier. 

VAN Lier (H. J. B.) aihl Lichtenauer (W. F.). Il(*t vraagstid: 
der havenschappen. (TIk* problem of ineoiporating docLs under 
public law.) ’s-Gravenhage : Martinus Nijholf. 

VAN den Temped (J.). Maeht en Kconomisoho wc l ; ecu onder- 
zoek naar de beteekenis van economiselie maeht voni- do inkomeiis- 
vonning, in hot bijzonder On aanzien van het ailjcidsloon. (T'ower 
and Economic Law. An inquiry into the iidlu(‘nce of economic power 
on income and especially on wages.) Haarlem : H. 1). Tjeenk Willink 
A Zoon. 

VAN Gelderen (J.). Voorlczingcn over tropis(;h-koloniale staai- 
hui.shoudkunde. (Lectnre.s on cohniial political economy.) Haarlem : 
H. D. Tjeenk Willink. 1927. 

IIoiTSEMA ( Dr. C.). ’s Rijks munt 25 jaren in eigen Ix hccr 1902- 
1927. (History of the State mint 1902-1927.) Utrecht : A. Oo.sthoek. 
1927. 

Stokhuyzen (Dr. W. A. F.). Spoorwegpolitiek in Nederland. 
(Railway policy in the Netherhnnds.) Roermond : il. .1. Romen and 
Zonen. 1927. 

Visser (Dr. C.). Verkeer.sindustriccn te Rotterdam in do 2do 
helft der 18 de eeuw. (History of some important hranche.s of 
industry in Rotterdam during the .second half of the eighteenth 
century.) Rotterdam : Wed. S. Benedictus. 1927. 

VLEE.SCHHOUWEU (J. E.). Acticvo haiidcHpolitiek, feiten en nit- 
kom.sten. (Active trade policy, facts and conclusion.s.) ’s-GravciD 
hage ; Martinus NijholT. 1927. 

DE Waal (Dr. P. G. A.). Van Paciolo tot Stevin. (Dcvolopnicnt 
of book-keeping theories in the Netherlands during the sixteenth 
century.) Roermond: ff. d. Romen and Zonen. 1927. 

VAN Winter (Dr. P. .1.). Het aandeel van den Amsterdamschen 
lianclel aan den ophouw van het Amerikaansche gemeenebe.st. (The 
share of the Amsterdam trade in the building up of the American 
Commonwealth.) ’s-Gravenhage; Martinus Nijhotf. 1927. 
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